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DEPARTMENT OF DEFENSE PERSONNEL 
REFORM AND STRENGTHENING THE ALL- 
VOLUNTEER FORCE 


WEDNESDAY, DECEMBER 2, 2015 

U.S. Senate, 

Committee on Armed Services, 

Washington, DC. 

The committee met, pursuant to notice, at 9:29 a.m. in Room SD- 
G50, Dirksen Senate Office Building, Senator John McCain (chair- 
man) presiding. 

Committee members present: Senators McCain, Inhofe, Ayotte, 
Fischer, Cotton, Rounds, Ernst, Tillis, Sullivan, Lee, Reed, McCas- 
kill, Manchin, Shaheen, Gillibrand, Donnelly, Hirono, Kaine, and 
King. 

OPENING STATEMENT OF SENATOR JOHN McCAIN, CHAIRMAN 

Chairman McCain. Good morning. The committee meets this 
morning to continue our series of hearings focused on defense re- 
form. Today, we will focus on military and civilian personnel re- 
form and how to strengthen the All-Volunteer Force in the 21st 
century. 

We’re fortunate to have a distinguished group of witnesses join- 
ing us today: The Honorable David Chu, President and CEO [Chief 
Executive Officer] of the Institute for Defense Analysis and former 
Under Secretary of Defense for Personnel and Readiness. 

David, we have a long a relationship, and we appreciate all the 
great work that you have done. 

The Honorable Bernard Rostker, who is a RAND Corporation 
Senior Fellow, also a former Under Secretary of Defense for Per- 
sonnel and Readiness. The Honorable Robert Hale, Booz Allen 
Hamilton Fellow and former Under Secretary of Department of De- 
fense Comptroller. And Admiral Gary Roughead, USN [United 
States Navy] [Retired], Annenberg Distinguished Visiting Fellow at 
the Hoover Institution and former Chief of Naval Operation. 

Put simply, our All-Volunteer Force is the greatest fighting force 
in human history. Any consideration of personnel reform must 
begin from that basis. And all of us, the Congress and the Depart- 
ment of Defense, must take great care as we consider what changes 
are needed to ensure that our force can respond to the needs of a 
new generation of warfighters and meet our future challenges. Our 
efforts must proceed from rigorous factfinding and analysis. We 
must always ask what problems we are trying to solve. We must 
always measure any reform against the military’s unique mission 
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of combat effectiveness. And we must always remember that what 
works for the private sector or society at large may not always 
work best for our military. 

We’ve all heard the stories of the many excellent servicemembers 
who are choosing, or being forced, to leave the military for ridicu- 
lous personnel reasons. This is a real problem. But, it’s made more 
complicated by the fact that so many talented officers and enlisted 
continue to fill the ranks of our force. All of us meet them every 
day across the country and around the world. 

The question is whether our military is able to recruit and retain 
so many excellent Americans because of its personnel system or in 
spite of it. I’m concerned that all too often it is the latter, as in the 
acquisition system and other parts of our defense organization. Too 
often, our military is losing and misusing talent because of an ar- 
chaic military personnel system. Promotions are handed out ac- 
cording to predictable schedules with only secondary consideration 
of merit. That’s why, even after more than a decade of service, 
there is necessarily no difference in rank among officers of the 
same age. Is it really because they all perform the same or deserve 
the same rank? Jobs in the military are assigned rather than cho- 
sen. To some extent, that is necessary. After all, the mission must 
always come first. But, we should ask whether we can better sup- 
port this mission by giving servicemembers more of a say in their 
assignments. 

At the Reagan Defense Forum last month, for example, the Chief 
of Staff of the Army, General Milley, described how he had met a 
soldier who spoke six languages but had been assigned as a truck 
driver. We need truck drivers, of course, but we also need first-rate 
linguists and intelligence analysts, and we need a personnel system 
that can manage our people’s talent accordingly. We should ask 
whether we should give commanders greater discretion to build a 
staff with the specialists and experts they need in the right posi- 
tions. Commanders are better able to assess their needs than bu- 
reaucrats in the personnel system. 

Our military has always had an entrepreneurial culture that en- 
courages individuals to innovate, but the military personnel system 
undermines that spirit when it mistakes upholding professionalism 
with enforcing conformity. And when high standards give way to 
a zero-defect mentality in performance evaluations, this discour- 
ages risk taking, truth-telling, and cultivation of entrepreneurial 
leaders. 

To strengthen the All-Volunteer Force, we must also review the 
promotion system, especially the requirements of the Defense Offi- 
cers Personnel Management Act and the Goldwater-Nichols re- 
forms. Previous witnesses have expressed concern that the joint 
duty requirements that a military officer must meet have contrib- 
uted to the growth in headquarters staff that we have seen in re- 
cent decades as the personnel system seeks to check a series of 
boxes that may be of little value for actual career development. We 
need to review whether this requirement is meaningfully enhanc- 
ing the joint capabilities of the force, and how it can be better tai- 
lored for our 21st century force. The personnel system cannot be 
and end in itself. Similarly, we must ensure that our civilian per- 
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sonnel system is equally capable of recruiting and retaining the 
best leaders. 

Unfortunately, there is much work to do. The USAJob system, 
for example, is an abysmal failure. We are repeatedly told by man- 
agers that they can’t hire the employees they need to fill mission- 
critical roles because they cannot hire qualified individuals through 
the USAJob system or because they cannot make job offers in a 
reasonable timeframe. The Department of Defense needs to devote 
more energy to resolving these hiring stalemates, not developing 
more — many bureaucracies that have so often failed before. 

Finally, a key pillar of personnel reform will continue to pertain 
to compensation. This committee has made great strides this year 
with the most sweeping reforms of our military retirement system 
in seven decades. We must bring the same rigorous bipartisan ap- 
proach to the task of reforming the military health system next 
year. If we do nothing, the Congressional Budget Office projects 
that defense healthcare costs will devour about 11 percent of the 
defense budget in 2028. This is staggering. Every dollar that the 
Department of Defense spends on healthcare is a dollar that can’t 
be spent on training and equipping our warfighters. 

While we need to slow the growth of defense health spending, the 
primary focus of our reform efforts must be to create a b^etter 
healthcare system for servicemembers, military families, and retir- 
ees by improving access to care, quality of care, and health out- 
comes. We must identify and eliminate waste in the military 
healthcare system and evaluate the organizational structure of the 
services’ medical departments, with an eye toward making them 
flatter, more efficient, and more responsive. In some cases, we may 
need to eliminate some organizations where infrastructure — while 
ensuring that we maintain and improve medical readiness. 

With these and other reforms, we can make the military health 
system perform better for beneficiaries and more sustainable for 
the Department of Defense. It’s often said that America’s greatest 
military advantage is its people. That is not a talking point, it’s a 
reality. We will consider input from all sides throughout this proc- 
ess, starting with our witnesses today. 

I thank you for your willingness to appear before the committee, 
and I look forward to your testimony. 

Senator Reed. 

STATEMENT OF SENATOR JACK REED 

Senator Reed. Well, thank you very much, Mr. Chairman. 

Let me join you in thanking the witnesses for being here today, 
but, more importantly, for your extraordinary service to the Nation. 
You have come with great expertise and insights to address a very 
important topic. 

The committee has held a series of hearings to review the organi- 
zational structure of the Department. Experts have testified the 
importance of streamlining our defense acquisition process, re- 
evaluating the roles and missions of the services, ensuring effective 
management of the Department, and in the formulation of our de- 
fense strategy and future force structure. But, I believe today’s 
hearing may be among the most important this committee will con- 
vene during our review. 
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The men and women who make up the All-Volunteer Force re- 
main this committee’s top concern. Any changes we recommend to 
the processes, structure, and organization of the Department of De- 
fense, or to the benefits structure, will not matter if we don’t pro- 
vide the Nation with a sufficiently sized, trained, and equipped 
military of the necessary quality, of the character and talent to 
meet national defense requirements. 

To that end. Congress has, for several years, considered various 
proposals for changes in compensation and healthcare to slow the 
growth of personnel costs so that those savings could be redirected 
to buy back readiness and modernization shortfalls. The Depart- 
ment has consistently, over the past several decades, proposed a 
budget in which military personnel costs comprise roughly 33 per- 
cent, or a third, of that budget. In 1980, this third devoted to mili- 
tary personnel bought an Active Duty strength of over 2.1 million. 
Today, with the total DOD [Department of Defense] budget that is 
hundreds of billions of dollars higher, that third only buys 1.2 mil- 
lion Active Duty members. And that figure continues to fall, and 
will likely drop further if rising personnel costs are not con- 
strained. 

In my view, hard choices will need to be made, especially in the 
budget environment we find ourselves. We made some difficult 
choices this year, as the Chairman pointed out, through his bipar- 
tisan leadership. They included the enactment of a retirement ben- 
efit for tomorrow’s force. But, we need to do more. I am concerned, 
frankly, that we are pricing ourselves out of a military that is suffi- 
ciently sized and trained to accomplish national defense objectives. 
I look forward to any recommendations the witnesses may have for 
addressing the increasing personnel costs. 

With regard to the management of military personnel, it is time 
to reevaluate whether the Defense Officer Personnel Management 
System, commonly referred to as DOPMA, continues to meet the 
needs of our military services. The “up or out” promotion system 
is 70 years old, and, in many respects, it has worked, and continues 
to work, well. It ensures promotion opportunity for talented young 
servicemembers as they progress in their careers. But, it also has 
its weaknesses. In some circumstances, it requires divestiture of 
talent at its peak. It may not be the right system for highly tech- 
nical occupations, such as cyberexperts, pilots, doctors, or special 
operators in whom we may have invested millions of dollars in 
training. It relies on a cohort- based system that may be outdated. 
Joint professional education requirements, a signature element of 
the Goldwater-Nichols legislation, may, in some cases, be so sub- 
stantial that servicemembers have difficulty fitting in all the re- 
quired training, joint assignments, and command assignments 
needed for professional development. I hope that our witnesses can, 
first and foremost, identify what problems exist within the military 
personnel management system and compensation system, and offer 
proposed solutions to these problems that Congress and the De- 
partment of Defense should consider to bring our military per- 
sonnel up to date. 

I thank you all for your time, your expertise, and, most impor- 
tantly, your great service to the Nation. 

Thank you, Mr. Chairman. 
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Chairman McCain. Welcome, Dr. Chu. Thank you for appearing 
again before the committee. 

STATEMENT OF HON. DAVID S.C. CHU, PRESIDENT AND CHIEF 

EXECUTIVE OFFICER, INSTITUTE FOR DEFENSE ANALYSIS 

Dr. Chu. Mr. Chairman, thank you. It is a privilege, indeed, to 
be part of the panel this morning. 

I do have a prepared statement that I hope can be made part of 
the record. 

Chairman McCain. All prepared statements will be made part of 
the record. 

Dr. Chu. Thank you, Mr. Chairman. 

I should emphasize that the comments I make are entirely my 
own views, not necessarily the position of the institution that I cur- 
rently serve. 

It’s my belief that decisions about the issues that you and Sen- 
ator Reed have outlined and the committee is confronting ulti- 
mately should be rooted in a set of choices about the kind of mili- 
tary force we want for the future 5, 10, 15, 20 years from now. And 
the characteristics of that force will ultimately, in my estimation, 
determine what kinds of personnel we need and how we should 
prepare those personnel for their responsibilities. 

In my estimation, one of the high-payoff, high-leverage opportu- 
nities lies, from both a performance and a cost perspective, in the 
decision about the mix of personnel types for the future. To what 
degree do we want to rely on Active Duty military personnel? 
What’s the role of the Reserve components? What should be the 
proper level of Federal civilian staffing? And to what extent do we 
want to use civilians engaged through contractor arrangements of 
one sort or another? I might emphasize that those arrangements 
exhibit a great variety of characteristics, and, in some ways, we 
might usefully experiment with additional varieties of contractor 
arrangements, going forward. 

The Department today, institutionally, does not make this deci- 
sion in a holistic manner. It decides each of — it decides how much 
of each community it desires separately. So, military end strength 
is considered at one point, civilians are a decentralized hiring deci- 
sion left largely to the field, and so on and so forth. So, it does not 
examine the trade-offs among these personnel, which I think 
present extraordinary opportunities for the country. 

Looking at the likely effect of budget constraints, it’s my — that 
the Department will probably choose to rely more heavily on Re- 
serve components of one fashion or another, and perhaps look at 
a different role for civilians, especially Federal civilians. 

In managing these communities, it would be my plea that we 
move away from the implicit premise of the current systems, which 
is one-size-fits-all, as you pointed out in your opening statement. 
It’s particularly true of other officer management system, DOPMA. 
My urging would be to encourage experimentation within the waiv- 
er authority the Department already possess under a declaration of 
national emergency and 2 years thereafter, although Congress 
could grant an additional waiver authority, if it so chose, and en- 
courage its actual use. In fact, the Department could begin with ex- 
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periments on the enlisted force side, because most of the enlisted 
force rules are a product of policy, not a product of statute. 

Now, as you look at the civilian management issue, in my esti- 
mation — and you pointed out this issue, Mr. Chairman, in your 
statements about USAJobs — most important — one of the most im- 
portant issues is appointing authority. Department does not have, 
under Title 5 of the various Federal Civil Service systems, operates 
the latter two to appoint, and to appoint properly, that I think is 
needed in today’s environment. 

In fact. Secretary Carter is fond of pointing out that, except for 
the fact that the office in which he got his first DOD job had ex- 
traordinary appointing authority, special appointing authority, he 
could not have been hired by the Department of Defense as a 
young academic. 

I also believe that we ought to look at investing more ener- 
getically in our civilian workforce. It’s quite ironic, in the Depart- 
ment of Defense, on the military side, we have a well-established 
and much-admired training education system on the civilian side. 
We leave the employees’ department largely to their own devices. 

I endorse what you underlined, Mr. Chairman, and that Sec- 
retary Carter has opened the door upon with his Force of the Fu- 
ture speech, and that is, a greater us of volunteers in self-selection. 
Give the individual greater voice in his or her future assignments, 
further training, education, et cetera. 

On the compensation front, the Congressional Budget Office has 
long pointed out that the military system puts too much in deferred 
compensation and pays too much in kind. And we know that com- 
pensation is much more effective if it’s in cash and it’s up front. 
And the changes made by the Congress this year to the retirement 
system move in that constructive direction. In fact, in my esti- 
mation, they open the possibility of a much wider range of experi- 
ence targets for the Department by skill area that’s much more re- 
sponsive to issues like the need for cyber personnel that Senator 
Reed — to which Senator Reed pointed. 

I do think further — a further look should be taken at how we 
treat single personnel in the military. They make up just under 
half the force. Much of their compensation is really in kind, be- 
cause, at the junior level, especially, about one-third of the package 
is the housing allowance, and they must surrender that housing al- 
lowance in order to live in the barracks. Because we tell them to 
live in the barracks, we know from similar results that living in the 
barracks is not one of the great attractions of military service. 

On the civilian front, in compensation, I plead for a return to the 
use of pay bands to give the Department greater flexibility in civil- 
ian compensation so that in areas of high cost, high demand for 
certain skills, it can pay more competitively; in areas where there 
isn’t the same situation, it could be more austere in its compensa- 
tion choices. 

Whatever compensation system we select, I would urge that we 
set and honor the expectations that’s established. I’m very con- 
cerned about the actions of the last several years in which, often, 
changes the compensation have a flavor of being arbitrary and 
driven by budget considerations. And I think it’s important that we 
set a standard and keep to that standard so that the young people 
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who join the American military establishment understand the fu- 
ture that they have selected, and are enthusiastic about that 
choice. 

I thank you, Mr. Chairman. I look forward to your questions. 

[The prepared statement of Dr. Chu follows:] 

The Pkepared Statement by Dr. David S. C. Chu 

CREATING 21ST CENTURY PERSONNEL AND COMPENSATION SYSTEMS FOE THE 
DEPARTMENT OF DEFENSE 

INTRODUCTION 

Mr. Chairman and Members of the Committee: It is a privilege to participate in 
this morning’s panel. The views I express are entirely my own, and should not be 
interpreted as reflecting any position on the part of the Institute for Defense Anal- 
yses. 

In my judgment, “human capital” — people, their skills and esprit — lie at the heart 
of any successful military endeavor. Deciding whom you want to serve in your mili- 
tary establishment, how you wish to develop their “capital”, and how you expect 
them to perform, are essential elements in meeting the nation’s security needs. The 
answers to these questions, in turn, should derive from the future military at which 
you wish to aim, the capabilities you wish it to possess, and the challenges you be- 
lieve it must be ready to confront. 

Those answers include basic decisions about how many actually wear a uniform 
(and are therefore governed by the laws of war), how many will be civilian employ- 
ees of the national military establishment (therefore performing with the authority 
of the government), and how the private sector might provide key services on which 
both military and civilian functions depend, perhaps in a partnership arrangement. 
For each community, you will want to specify the characteristics of the personnel 
you wish to recruit, the preparation and ongoing education and training they should 
receive, and the service trajectory you expect them to follow. 

Grounding the human capital debate in the force you desire also implies it is the 
force characteristics that should drive personnel policies, not the other way around. 
This is especially true as today’s evolving technology and international security en- 
vironments alter US needs. It is the responsibility of the compensation system, 
broadly defined, to produce these desired force characteristics. A key element is the 
competitiveness of compensation, both military and civilian, with non-government 
opportunities. And from the enterprise perspective, there is an appropriate concern 
with costs. 

The ultimate cost issue, of course, is not military compensation alone, but what 
is required overall to operate the Department. Operating costs dominate the Depart- 
ment’s budget requirements. They are driven by military equipment decisions (in- 
cluding the reliability of that equipment); by business practices (including, for exam- 
ple, the statutory floor for government depot work, and the impediments to A-76 
competitions); and by choices on the mix of active military, Reserve Component mili- 
tary, federal civilian, and contractor personnel. 

CHOOSING THE MIX 

On the last set of issues (the staffing mix), Secretary Carter recently called for 
more “permeability” — if I understand correctly, to attract a wider variety of experi- 
ence and backgrounds in both military and federal civilian personnel. He announced 
a series of initiatives to address this issue. Some of those confront what his Acting 
Under Secretary of Defense for Personnel and Readiness has identified, the difficul- 
ties created by the federal civilian personnel system, including those involving ap- 
pointing authority. 

The Department faces two obstacles in considering the optimal mix of personnel, 
one a planning challenge, one institutional. The planning challenge is defining the 
structure — the nature — of the force of the future. The Department has struggled to 
meet this challenge since the end of the Cold War, with its initial responses a 
scaled-down version of its prior choices (Base Force, Bottom-Up Review). Besides the 
growth of Intelligence, Surveillance and Reconnaissance force elements (including 
cyber), that remains, as a generalization, the case today. Much of the structure is 
aimed at high-end, state-on-state conflict, for which we must be prepared, but with 
little devoted to the challenges we face immediately. The structure emphasizes the 
ability to destroy targets, not necessarily the ability to secure the political or polit- 
ical-military outcomes we desire. Securing a broader range of capabilities within 
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likely budget limits may require accepting hedges vice full-up solutions, perhaps in- 
volving greater use of Reserve Component authorities (conceivably new authorities), 
and of civilians. 

The second obstacle is institutional. The Department’s planning processes, as long 
constituted, do not adequately consider the “total force” solution space in arriving 
at the mix. Military personnel are decided and budgeted for in terms of a central 
account (end strength), and once the strength level is established, military personnel 
are “free” to the using elements of DOD. (Conversely, they cannot easily trade mili- 
tary personnel for federal civilians or contractors.) In this situation, it is not sur- 
prising that in most Military Departments the demand for military personnel, as 
substantiated in various manning documents, exceeds the planned supply, especially 
for active duty forces. 

At the other extreme sit federal civilians. Their numbers are decided on a largely 
decentralized basis, but often restrained to produce budgetary savings through ceil- 
ings (notwithstanding the statutory provision barring such a practice outside of 
management headquarters). That leaves contracted services as the safety valve, as 
organizations strive to meet their needs with the funds available. 

Repeated analyses demonstrate that there are significant gains possible from a 
more systematic approach to deciding on the total force mix. 

It would be easy to paint too discouraging a picture about the tradeoff process, 
and only fair to note some of the exceptions. One interesting development is the Air 
Force’s pursuit of composite units, staffed with a mix of active, National Guard and 
Reserve personnel, benefitting from the differing levels of service that can reason- 
ably be expected from each community. Another is the long-standing Inherently 
Governmental/Commercial Activity database maintained by DOD, which allows you 
to examine military-civil tradeoffs (and whose results have long argued DOD could 
make greater use of civilians). Particular Secretaries of Defense have taken an in- 
terest in this issue, whether Secretary Rumsfeld in military-civilian trades (to con- 
serve military personnel for the Long War) and in competitive sourcing (an initia- 
tive of the George W. Bush administration), or the in-sourcing initiative launched 
by Secretary Gates. The last two, of course, are now restricted by statutory re- 
straints. 

Staffing mix issues extend beyond broad categories of personnel to include struc- 
tural issues within each community. For example, the Army has long solved the co- 
nundrum of “up or out” in the context of a pilot force (high training costs, substan- 
tial payoff to experience, impl3dng long cockpit tours) by staffing extensively with 
warrant officers, reserving just a few billets for (classically) commissioned officers 
who are groomed for leadership positions. Presumably, as the military becomes 
more highly technical this mechanism — or its analog, the Navy’s Limited Duty Offi- 
cer — could be used more extensively. Mechanisms like these might be used to 
strengthen the cyber force, and other areas such as intelligence, language and cul- 
tural expertise, science and technology, and acquisition. 

Indeed, as one opens the aperture on personnel types it’s quite possible that some 
duties that are now thought to require officers could be performed by enlisted per- 
sonnel, given the high aptitude and performance standards of the All-Volunteer 
Force. The current Air Force Chief of Staff, as you know, has speculated about their 
possible utilization to meet some piloting needs. Indeed, the Army, Navy and Ma- 
rine Corps already use enlisted personnel to operate Unmanned Aerial Vehicles. 

MANAGING THE MK 

The Committee has expressed its interest in possibly reconsidering provisions of 
the Defense Officer Personnel Management Act (DOPMA), or the Act in its entirety. 
I would urge that we first focus on the different results that are desired, and ana- 
lyze the degree to which it is the statutory provisions that make it difficult to 
achieve those results, versus the manner in which the Act is implemented. If alter- 
nate regimes appear attractive, the Department might experiment with those re- 
gimes (through existing or new waiver authority, or pilot programs), to understand 
their possible unintended consequences, before making them permanent. 

While key elements of enlisted management parallel that for officers, the rules are 
largely driven by policy, not statute. Enlisted personnel, of course, constitute the 
vast majority of the force. Perhaps the management paradigm for this element 
should receive our attention first. 

The challenges of the last fifteen years have demonstrated the value of agility — 
agility at the individual level, and agility on the part of defense institutions. Amer- 
ican military personnel, starting with the Battle of Bunker Hill, have been known 
for their agility. Could we do even better, whether via the standards we set for re- 
cruiting, or the manner in which we prepare the force? 
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In thinking about managing the mix in a more agile fashion, the Department 
should be willing to consider hybrid vehicles — vehicles that embrace the strengths 
of the different personnel communities. Secretary Carter points in this direction 
with his emphasis on Intergovernmental Personnel Act appointments, but more am- 
bitious models might also be considered. These include the British notion of spon- 
sored reserves (contractor operations in which all personnel hold Reserve Compo- 
nent appointments, and can be shifted to a military status as theater circumstances 
require), and Government Sponsored Enterprises, where the government retains 
control but creates an entity that can operate like a private sector actor (the Saint 
Lawrence Seaway is viewed as one of the more successful examples, I believe). 

One issue that has not received the attention it deserves is strengthening the 
skills of existing federal civilians over the course of their careers. The contrast in 
DOD could not be more striking: Significant investments in further education and 
training for military personnel, very limited opportunities for civilians. Some of this 
result derives from the strictures of civil service rules, some from the lack of budg- 
etary allocations to support the necessary costs. Greater investment in federal civil- 
ian “human capital” should pay handsome dividends in long-term performance, and 
in the ability to recruit and retain the talent that Secretary Carter is properly seek- 
ing. 


MILITARY AND CIVIL COMPENSATION 

Economic principles and actual experience highlight six characteristics of an effec- 
tive compensation system: 

— Cash compensation is more attractive than compensation in kind 

— Compensation now is more attractive than compensation later 

— Incentives for special situations (e.g., certain skills, or hard-to-till positions) are 
more efficient than across-the-board solutions — especially if implemented through a 
flexible versus a “hard-wired” system 

— Clarity about the incentives you’re offering (and the compensation system as a 
whole) is critical 

— Expectations about future compensation importantly drive current results 

— Recognizing individual preferences (“volunteerism”) can produce a much more 
satisfied team, and lower long-run compensation costs 

As the Congressional Budget Office has pointed out, the military compensation 
system does not score well on these criteria. The civilian compensation system may 
be better — but not much, in my judgment. 

The current military pay system does offer the Department some flexibility, 
thanks to the considerable leeway Title 10 gives the Department in deciding the 
amounts and application of various special and incentive pays. But the same is not 
as true for federal civilians, because of the reliance on the General Schedule struc- 
ture. 

It is also important to acknowledge that compensation includes more — sometimes 
much more — than pecuniary rewards. One of the most important, of course, is pride 
and satisfaction in serving the country. Recognition of such service is critical — and 
it is also critical to keep in mind the effect of all conditions of service on the willing- 
ness to join, the willingness to continue serving, and the enthusiasm with which 
that service is rendered. “Conditions of service” embraces a wide range of personnel 
and non-personnel decisions, ranging from how assignments are made, to the fre- 
quency of change and the length of less desirable or more difficult assignments, to 
education and training opportunities, to the quality (and quantity) of equipment 
provided, and to the excellence of leadership. 

An important condition of service is the individual’s ability to influence his or her 
future — to choose, rather than be “assigned”. Civilians enjoy considerable latitude 
in this regard (even if civil service realities can make it difficult), military personnel 
less so. The Navy’s administration of 

Assignment Incentive Pay is a notable exception to this generalization, as are 
some long-standing de facto processes of the Reserve Components. Secretary Carter 
points the way to increased reliance on the volunteer spirit, endorsing the concept 
pioneered by the Army with its “Green Pages” experiment. 

For military personnel, one of the most important conditions of service involves 
the post-service transition. In our system, the principal responsibility for that tran- 
sition lies with the Department of Veterans Affairs; thus its substantial resources 
(over $160 billion in fiscal year 2015) and their most effective employment should 
not be ignored in any reform agenda. (The Dole-Shalala Commission, for example, 
urged major changes that the Congress declined to adopt.) Within the Department 
of Defense’s set of responsibilities, the recent decision to strengthen the Transition 
Assistance Program is worth noting — encouraging uniformed personnel to start 
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thinking about their post-service interests early in the military career. Such early 
reflection presumably will help guide their education and training choices. 

The “force of the future” may look different from today’s, reflecting both changing 
needs (think cyber), and the changing nature of our society (think opportunities for 
women, and changing views of what constitutes a career). As we contemplate 
change, however, it is worth reiterating that the current system sustained a success- 
ful all-volunteer force in the concluding stage of the Cold War, in its immediate 
aftermath (including the First Persian Gulf War), and in the long period of armed 
conflict that followed the attacks of 9/11. There are clearly elements that have 
worked well, or that have adapted effectively. 

Perhaps the most important success was recognizing that the compensation ’’pack- 
age” must remain competitive. Since we anticipate that real compensation in the 
private sector will grow over time, so will federal compensation. Those joining need 
to know that the political system will act consistently with that reality (e.g., for 
military compensation, sustaining the competitive standards set out by the Ninth 
Quadrennial Review of Military Compensation), and forbear from making what ap- 
pear to be arbitrary changes to the trajectory of compensation as a source of near- 
term budget savings. 

A focus on the competitive status of compensation also implies that adjustments 
to military and federal civil pay packages (e.g., the pay tables) will not necessarily 
be identical. That is in sharp contrast to the practice of recent and earlier years, 
in which across-the-board adjustments are matched. 

Competitive compensation will not be the same for all skill areas. The American 
military system confronts this reality using its bonus authority. While there are 
bonus authorities for civilians, they are not widely employed by most federal agen- 
cies, and may not provide the same flexibility of response. Hence proposals to re- 
place the General Schedule with broad pay bands for federal civilians, allowing civil- 
ian compensation to adjust for local and skill realities. 

Much recent attention has focused on the cost of military personnel. The reform 
of military retirement you’ve just adopted moves more of the reward “up front”, cre- 
ating not only a more efficient program (with some cost savings), but one that al- 
lows the Department to vary career length by skill area, as operational needs argue 
should be the case. The prior system encouraged a “one size fits all” mentality, with 
the result that some skill areas had a more senior force than might be optimal, 
while others suffered from a lack of needed experience, despite the Department’s ef- 
forts to rebalance through the use of retention incentives. 

The Military Compensation and Retirement Modernization Commission, whose 
recommendations Congress considered in making its changes, also proposed a re- 
vised military medical benefit. While the proposed change would give military 
households more choice, and promised some potentially substantial savings, it would 
also move modestly more compensation to immediate cash (in the health expendi- 
ture accounts created), whereas the current benefit is paid entirely in kind — a com- 
pensation mechanism we know is less efficient. 

One issue the Commission did not address is the disparity between the compensa- 
tion for single personnel, versus those with dependents — perhaps five to ten percent 
for junior personnel, measured by Regular Military Compensation (RMC). Moreover, 
RMC imputes the “value” of living in the barracks as equal to the housing allowance 
foregone (about one third of the total); we know from survey results that required 
living in barracks housing is actually a detriment to military recruiting. Would over- 
all costs increase if single personnel were paid at the same rate as those with de- 
pendents? Not necessarily, since there would be offsetting cost reductions in other 
elements of compensation (e.g., health care). Indeed, over the long run it might well 
reduce costs. Such equilibration, coupled with a revised barracks residency policy, 
amounts to a targeted (i.e., more efficient) pay change, likely to ease the Army’s cur- 
rent recruiting difficulty. 


CONCLUSIONS 

The time is long past for a fundamental re-examination of the appropriate mix 
of personnel types in the military establishment, as a prelude to deciding what per- 
sonnel management reforms may be needed for the future military establishment. 
It is the nature of the future military establishment that should be the starting 
point, guiding the discussion on personnel types. Perhaps this debate could unfold 
in the context of whatever national security transition plan a new administration 
adopts, particularly as it conducts its Quadrennial Defense Review. 

With the caveat that those choices have not been made, it may be useful to ad- 
vance some hypotheses that could be explored in the interim as a basis for any im- 
mediate decisions the Committee wishes to consider. On the mix issue: 
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• It is likely that more Reserve Component and federal civilians will be desired, 
the latter requiring more flexible appointing and pay authorities. 

• It is possible that more use of “intermediate” personnel — i.e., senior enlisted, 
warrants, LDOs [Limited Duty Officer] — will be attractive in staffing certain 
military needs, creating a viable approach to “up or stay” while preserving 
the best features of “up or out” for those being considered for senior leader- 
ship positions. 

• It is conceivable that hybrid staffing arrangements will be sometimes be at- 
tractive, e.g., composite units, or Government Sponsored Enterprises (e.g, for 
the DOD overseas Kindergarten-12 school system). 

On compensation: 

• Moving more military compensation to cash vice in kind should improve re- 
cruiting and retention. Likewise making more cash available earlier in a ca- 
reer would be meritorious, as the retirement reform just enacted permits the 
Department to do. 

• Harnessing individual preferences to the needs of the organization, consistent 
with the spirit of Secretary Carter’s demarche, will help restrain long-term 
compensation costs. 

• Creating greater flexibility in setting civilian pay levels would allow DOD to 
respond better to local market conditions (with savings in some areas financ- 
ing increases in others). 

• Stabilizing expectations by adopting and honoring a long-run compensation 
strategy for both military and civilian personnel should help recruiting and 
retention — and morale. 

As these hypotheses imply, much of what’s needed lies in the province of the Ex- 
ecutive Branch of our government, above all to organize the institutional mecha- 
nisms within which good decisions can be made, including recommendations for 
statutory action where needed. There is no more important set of decisions, if the 
United States is to enjoy in the future as fine a military as defends us today. 

Chairman McCain. Thank you. 

Mr. Rostker. 

STATEMENT OF HON. BERNARD ROSTKER, SENIOR FELLOW, 
RAND CORPORATION 

Dr. Rostker. Thank you, Chairman McCain and Ranking Mem- 
ber Reed and members of this distinguished committee. 

It’s my pleasure and honor to be asked to testify today on this 
very important issue. As you know, I’ve spent my whole profes- 
sional life working in this area, and have often written about our 
need to reform the system, so I welcome this opportunity to further 
discuss this today. 

In many ways, the need for reform has been obscured because, 
by and large, the system we have today has produced a superb pro- 
fessional military. The problem as I see it is that we could have 
done it better, perhaps at less cost, but certainly, in terms of meet- 
ing the needs of our servicemembers and their families. Moreover, 
as the threat and our needed capabilities evolve, the only way to — 
of doing business in the future is likely to be less effective as we 
move — as it has been in the past. The trick here is to understand 
the current system, how it operates, what needs to be changed. To 
use an old cliche, we must not throw the baby out with the bath 
water. 

Rethinking the kind of military we want, and how to achieve 
that what some have called “the force of the future” is needed, and 
your hearing today is very timely. 

I’ve prepared a longer statement, but I want to highlight for you 
here six points that I think are critical as you move forward. 

The first imperative is that you look at changing the system. You 
ask what will be the impact of the experience profile of the force 
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10 and 20 years in the future. For the vast majority of our military 
workforce, the people we recruit today will he the journeymen we 
need 10 years from now and the leaders we need 20 years from 
now. While in some specific areas, new programs of lateral entry 
may provide added flexibility, the vast majority of military skills 
will still be in at the bottom and up through the rank. 

Second, the plain fact is that the military we build today must 
be capable of winning wars in the future. But, we don’t know when 
that might be. In the aggregate, the year of service profile is the 
best indicator of the readiness of the force to go to war at any point 
of time in the future. Maintaining the appropriate experience pro- 
file is critical. 

Third, the key to achieving the needed experience profile over 
time is maintaining an adequate flow of people into and through 
the force over time. We have done this with the so-called “up or 
out” promotion system. While there are many ways such a system 
can be managed, there must be a way of ensuring sufficient turn- 
over to constantly revitalize the force. The flow out of the force 
should not be just at the end of a career. Our enlisted and officer 
personnel need to progress or leave. They must not be allowed to 
stagnate in place. 

Fourth, the one thing that distinguishes the military personnel 
system from our private sector or our government civilian per- 
sonnel system is we have the tools needed to maintain the required 
personnel profile over time. Some have argued that we should in- 
stitute a system that allows people to stay in place as long as they 
adequately perform in their jobs. The ultimate example of such a 
system is our current civilian personnel system, but I don’t know 
anyone who thinks that that system has been so successful it 
should be the model for the military. For our military, if 
servicemembers do not advance, they must be sent home to make 
room for the next generation, because it is the next generation and 
the one that comes after that that will carry the fight in the future. 

Fifth, many of today’s critics warn of a brain drain, projecting 
that some may claim — and they — some claim many bright young 
people will leave the military frustrated because of the service are 
not making the appropriate use of their talents. However, the more 
significant issue is the larger drain that is the systematic expulsion 
of talented officers who, regardless of experience and skills, who 
are forced out at 30 years of service or those who leave earlier than 
30 years of service, anticipating that they will be forced out at 30 — 
at the 30-year mark, which generally equates to a chronicle — 
chronological age at about 52 or in the early 50s. I’ve written ex- 
tensively about this problem and, even when I was Under Sec- 
retary of Defense for Personnel and Readiness, tried to address 
this, but to no avail. 

Sixth, and lastly, it might seem strange to you for me to be argu- 
ing that we must maintain the flow of personnel through the mili- 
tary just as I’m saying that in select areas we should extend ca- 
reers. But, I assure you that there is nothing contradictory in what 
I am proposing. Today, DOPMA gives us a one-size-fits-all per- 
sonnel system for officers. While we can manage different occupa- 
tional groups separately in what is called “competitive categories,” 
the career structure for each category is the same. To me, that 
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makes no sense. Without arguing the merits of longer careers for 
the combat arms, I am certain that our specialty corps, such as in- 
telligence, medical, chaplain, acquisition, and many more, includ- 
ing, in the future, cyber, do not need to adhere to the standard 
DOPMA structure of promotion timing, opportunity, and tenure, 
which reflects our thinking about youth and vigor in the 1940s. 

To summarize this quick overview of reforming the military per- 
sonnel system, here are a few points that I think this committee 
should keep in mind: keep your eye on the future, particularly 
what changes will do to the experience profile of the force; main- 
tain the desired experience profile over time; ensure adequate flow 
of personnel; maintain the basic concept of “up or out"; be as flexi- 
ble and permissive as possible to allow the services to better man- 
age the assi^ment of people; and then lengthen careers beyond 30 
years of service, particularly for specialty corps. 

Thank you for allowing me to testify before you today, and I look 
forward to your questions. 

[The prepared statement of Mr. Rostker follows:] 

The Prepared Statement by Bernard D. Rostker i 

REFORMING THE AMERICAN MILITARY OFFICER PERSONNEL SYSTEM ^ 

The military personnel system in place today is fundamentally the same one put 
into place after World War II, with minor modifications for officers provided by the 
passage of the Defense Officer Personnel Management Act of 1980, or DOPMA. 
Many, including myself, have argued that this system is outdated — reflecting indus- 
trial-age thinking in the information age — and point to what they see as a drain 
of talent. The fundamental problem that most can agree on is that a one-size-fits- 
all system cannot provide the range of competencies that will be needed in the fu- 
ture. However, what a new system might look like is far from settled. 

Recent books and magazine articles include critiques of the current system that 
call for a new regime. These publications are replete with stories of frustrated 
bright young people leaving the military because the services both force them into 
assignments that they do not think make appropriate use of their talents and re- 
quire them to adhere to a rigid path of advancement that is inflexible. The favorite 
villain in this story is the so-called up-or-out promotion system. While these stories 
are individually compelling and collectively paint a bleak picture of the future of the 
American military, they generally come up short in describing how an alternative 
system might operate or how eliminating up-or-out might produce the desired force 
of the future — or, for that matter, what the desired force of the future should even 
look like. What is needed is an understanding of the current system, how it oper- 
ates, and what needs to be changed. To use an old clich, we must not throw the 
baby out with the bath water. 

It is important to recognize that there are at least two places where talented indi- 
viduals are leaving the military: There is the oft-cited exodus of junior officers (al- 
though many talented individuals choose to stay), but there is also the less-cited 
systematic exodus of officers — not only those who are forced out at 30 years of com- 
missioned service regardless of experience and skills, but also those who leave be- 
fore that, anticipating that they will be forced out at 30 years of service. Given the 
way officers are commissioned through the military academies or through ROTC 
[Reserve Officer Training Corps], this generally equates to forcing out officers who 
are in their early fifties. It is important to note that the way we lose junior officers 


^The opinions and conclusions expressed in this testimony are the author’s alone and should 
not be interpreted as representing those of RAND or any of the sponsors of its research. This 
product is part of the RAND Corporation testimony series. RAND testimonies record testimony 
presented by RAND associates to federal, state, or local legislative committees; government-ap- 
pointed commissions and panels; and private review and oversight bodies. The RAND Corpora- 
tion is a nonprofit research organization providing objective analysis and effective solutions that 
address the challenges facing the public and private sectors around the world. RAND’s publica- 
tions do not necessarily reflect the opinions of its research clients and sponsors. 

2 This testimony is available for free download at http://www.rand.org/pubs/testimonies/ 
CT446.html. 
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is largely because of the way the assignment system is managed, hut the way we 
lose talented senior officers largely has to do with the way the personnel system is 
designed. The ability to address the retention problem among junior officers is large- 
ly in the hands of the services and the way they manage assignment; addressing 
the retention of senior officers means Congress would have to consider whether it 
would change the way careers are structured. 

PROCEDURAL CHANGES IN THE ASSIGNMENT SYSTEM 

Today’s critics charge that the services’ central personnel assignment system is 
a failure because it neither adequately recognizes the special attributes an indi- 
vidual can bring to a job nor takes individual preferences into account; further, it 
does not provide all candidates an equal chance of being assigned to the positions 
most important to advancement. Critics maintain that a decentralized system where 
each candidate could self-nominate for any job and is eligible for all jobs would bet- 
ter foster the principles of talent management. Let’s look at these claims in some 
detail. 


KNOWING what’s NEEDED 

The military’s human resource management system is actually made up of two 
complementary systems most often managed by two different organizations: one 
that focuses on job or billet requirements (most often referred to as the manpower 
system), and another that focuses on providing qualified people who meet the speci- 
fications laid out by the manpower system (most often referred to as the personnel 
system). The assignment system is the bridge between the two as it tries to put the 
right face in the right space. Any special attributes possessed by an individual serv- 
ice member — often referred to as his/her knowledge, skills, and abilities (KSA) or 
competencies — may make little difference in his/her assignment unless these at- 
tributes are recognized in the job or billet description. In a small number of cases, 
information about a service member that is not on the record but is known to senior 
personnel may be taken into account, but for the vast majority of officers, the match 
is made based upon the stated job description. Therefore, the first requirement for 
better matching the unique qualities of young officers is for the services to expand 
the range and improve the specificity of attributes that are included as part of a 
job description. 

Expanding job descriptions, however, is problematic, with the Army’s recent 
Green-Pages proof-of-concept pilot test serving as a clear example. The pilot tested 
a largely decentralized assignment system, where individuals presented themselves 
for reassignment and units advertised their opening to improve matches. That was 
the way it was supposed to operate, at least. In actuality, the pilot test showed that 
units required “a great deal of follow-up encouragement,” and even with all the en- 
couragement that resulted from this being a pilot test, half of the officers who par- 
ticipated thought that the job information was “too sparse.” There are many reasons 
that units fail to differentiate jobs adequately, but little progress can be made until 
the services better articulate what is required and what skills will be needed in the 
future. Two examples may illustrate this point. A former Air Force personnel chief 
recently recounted how he was told that the Air Force needed more officers with 
STEM (Science, Technology, Engineering and Math) backgrounds, at a time when 
there were more STEM qualified officers then there were billets to which they could 
be assigned. Assuming that that Air Force did, in fact, need more officers with 
STEM backgrounds, this need must be reflected in the descriptions of Air Force jobs 
to have any validity for recruiting new personnel. Similarly, the Army’s senior com- 
mander in Europe recently discussed his need for more soldiers who could speak 
Russian and other eastern European languages. The system can only respond, how- 
ever, if such a need is translated into job requirements. 

ACCOMMODATING INDIVIDUAL PREFERENCES 

Meeting the assignment preferences of individual service members can be chal- 
lenging, and all too often, the process appears to force people into assignments that 
they don’t want. One often hears that there are less-desirable jobs that must be 
filled and the assignment systems must fair-share them among the entire force. But 
this fair-sharing approach doesn’t take service member preferences into account. 
The Navy, for example, has found a way to compensate volunteers for such jobs by 
allowing qualified sailors to bid for these jobs, with the winning bidder being the 
one willing to take the smallest cash bonus to fill the position. Recent research at 
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RAND 3 has shown that a similar auction system could be used to induce members 
to extend in place in overseas assignments. Nevertheless, the services have been 
slow in taking up such incentives and ideas to help them sort out the assignment 
system and gain the potential to satisfy assignment requirements while making 
service members better off by aligning assignments with preferences. More can be 
done. 


OPENING UP ASSIGNMENTS FOR ALL? 

Another often-heard complaint is that the current system does not consider all 
qualified service members for all jobs, including the most critical and career-enhanc- 
ing jobs. But one can challenge whether the assignment system should do this. 
While I am sure there are ways to improve the visibility of the talents of all mem- 
bers of the force, the plain fact is there are fewer positions at the top than there 
are at the bottom. Moreover, in order to ensure that future leaders gain the experi- 
ence they will need later in their careers, the services must assign critical jobs to 
those judged to have the best chance for advancement. This is done today in both 
a formal and informal way. 

Formally, there are critical gateway selection boards for schools, or for qualifying 
for certain positions, such as command of a ship. More important, however, is an 
informal system of mentorships where senior leaders (generally from a particular 
occupational group or community) “sponsor” junior officers, who then are given spe- 
cific assignments to help shape their careers for advancement. I am most familiar 
with the way it works in the Navy, where leaders identify those young members 
considered among the most promising and guide their careers so they gain experi- 
ence that will facilitate their performance if and when they become senior leaders. 
The system works well for those who find a sponsor, but some will be left behind. 
Getting into this group usually,, requires impressing a senior officer so that he will 
work the system to give his protg the best assignments, but falling out of this group 
is easy if a junior officer fails to perform as expected. 

The Army, on the other hand, traditionally has been more egalitarian in man- 
aging assignments. Some have argued that this better allows the talent to rise to 
the top, and is fairer about giving everyone a chance at critical assignments. How- 
ever, research going back to the 1960s suggests that some very talented people leave 
under such a system because they cannot see a clear path for advancement and do 
not want to leave their careers to chance. They believe they are special and expect 
to have their careers managed accordingly. 

STRUCTURAL CHANGES IN THE DESIGN OF MILITARY CAREERS 

For a long time, I have argued and written about the need to reform the career 
military structure by increasing the maximum years of service an officer might 
serve to 40, for the reasons I will discuss here. That said, I first want to sound a 
cautionary note by endorsing the fundamental principle of the up-or-out system and 
explaining why such a system is critical to ensuring the vitality and viability of our 
military personnel system for the future. 

THE THIRTY- YEARS-OF-SERVICE CAREER LIMITATION 

A key feature of the officer military personnel system as laid out in law under 
the DOPMA is the 30-years-of-service cap for all officers who are not promoted to 
General or Flag rank, 0-7. I am aware that under DOPMA, the service Secretaries 
can establish special continuation boards to extend the service of 0-5 and 0-6 offi- 
cers beyond mandatory retirement for up to five years or until age 62, but this is 
almost never done. For all intents and purposes, we operate under a career cap of 
30 years of commissioned service. 

Given that most officers come from the service academies or ROTC, entering col- 
lege at 18 years of age and commissioned at 22 years of age, this means that, with 
the exception of those promoted to 0-7, most career officers have left the service 
before age 52. This is true regardless of an officer’s specialty because DOPMA is a 
one-size-fits-all personnel system for officers. While DOPMA allows for the pro- 
motion of different occupational groups separately in what are called “competitive 
categories,” the career structure for each category is the same. To me, this makes 
no sense. Without arguing the merits of longer careers for the combat arms, I am 
certain that our specialty corps — such as intelligence, medical, chaplains, acquisi- 
tion, and many more, including any future cyber corps — would benefit if they were 


^ Craig A. Bond, Jennifer Lamping Lewis, Henry Leonard, Julia Poliak, Christopher Guo and 
Bernard Rostker, Tour Lengths, Permanent Changes of Station, and Alternatives for Savings 
and Improved Stability, Santa Monica, Calif.: RAND Corporation, RR-1034-OSD, 2015. 
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not compelled to adhere to the standard DOPMA structure of promotion timing, op- 
portunity, and tenure. The case of intelligence corps, described here, illustrates why 
the 30-year limitation should be changed. 

Aside from the needs of specific occupational groups where experience is particu- 
larly important, a general case can be made that limiting careers to 30 years of com- 
missioned service is out of line with efforts to broaden the experiences of officers 
as they progress through their careers. In 1987, Congress passed the Goldwater- 
Nicholas Act, which recognized the expeditionary and inherently joint nature of how 
milita^ forces operate and established the requirement that officers complete the 
requisite joint professional military education and joint assignments before they 
could be considered for promotion to general or flag rank. Accordingly, officers start 
to be “jointed” after their tenth year of service, when they are promoted to O^, and 
usually try to complete this over the next ten to 12 years. These are also the years 
that officers destined for leadership positions have their command assignments. In 
effect, the Goldwater-Nicholas Act added between four and five years of additional 
must-have assignments to an already full career and squeezed out the time officers 
would have spent on their service staffs learning how to manage the enterprise. I 
am particularly sensitive to this unexpected cost of Goldwater-Nicholas, having 
served for many years at a senior level in the Navy and Army secretariats. While 
we may have made better joint warriors, it came at the cost of having less-experi- 
enced uniformed managers of the services. This was a cost that could have been 
avoided if career length had been extended commensurate with the expanded career 
content resulting from Goldwater-Nicholas. 

This situation I describe is only going to get worse with the new programs re- 
cently announced by the Secretary of Defense designed to increase the opportunities 
for assignments with industry and expanded opportunities for advanced education. 
We need to ask, “What sense does it make to broaden the experiences of our officer 
corps and then provide little opportunity to reap the benefits of that broadening by 
truncating careers at 30 years of commissioned service?” In my judgment, it is im- 
perative to lengthen careers to accommodate all these career-broadening opportuni- 
ties. 

I note that the issue of career length is not new, as the following review of the 
legislative history on this issue will show. The 30-year career has been in place 
since 1947, but even back then, members of Congress were not comfortable with 
limiting careers to 30 years of commissioned service. Finally, knowing the Commit- 
tee’s concern about the cost of personnel, I would like to review how extending the 
career length limit might have a positive impact on reducing the overall cost of per- 
sonnel. 


A HISTORICAL VIEW OF THE THIRTY- YEAHS-OF-SERVICE CAREER LIMIT 

As the Senate considered the passage of the Military Personnel Act of 1947, some 
in Congress expressed concern that the new system would “force the retirement of 
officers at the height of their usefulness,” and would be “very detrimental to the 
best interests of the country.” Sen. Guy Cordon, R-Texas, did the math and figured 
that “the retirement of colonels after they have completed five years of service . . . 
or 30 years of service, whichever is the later . . . would mean that the average offi- 
cer, figuring that he received his commission at age 22, would be forced to retire 
at 52 years of age.” The record shows that Sen. Wayne Morse, R-Ore., concluded 
that he could “not vote for the bill unless those objections are taken care of,” and 
Sen. Harry Flood Byrd, D-Va., commented that this “seems to me mighty early to 
retire a man, at 52.” The Army countered the concerns of the three senators by ar- 
guing that Sen. Cordon had gotten the math wrong because 

The statement that the average officer receives his commission at 22 and 
would be retired at 52 is in error. The average age at appointment of Army 
officers is 25. For years to come, the average officer will not reach the grade 
of colonel before he has had 28 years of service . . . Therefore, the average 
age of colonels will be 58 . . . The question of proper retirement ages must 
be a compromise between the desires of the individuals for longer service 
and the needs of the Nation for a vital Army . . . Without a flow of pro- 
motions, there must be stagnation. There cannot be a flow of promotions 
without forced attrition at the top. 

Of course, it was the Army that got it wrong, but how wrong did not become clear 
until the system was in operation for some time and it became obvious that it was 
the rare officer who waited until 30 years of service to retire. The incentive in the 


4 Dwight Eisenhower, et al., “Officer Personnel Act of 1947,” testimony before Senate Armed 
Services Committee, 1947. 
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new system was to take advantage of the reduced pension that paid immediately 
for voluntary retirements after 20 years of service and move on to start a second 
career before it was too late to do so. 

In 1954, the question of early voluntary retirements so alarmed Congress that an 
amendment to the Defense Appropriations Act of that year, the so-called Van Zandt 
amendment, limited voluntary retirements. It was repealed when the Officer Grade 
Limitation Act was passed, but only after Congress received assurances from the 
military services that “the privilege of voluntary retirement after completion of 20 
or more years of service will be exercised little” because “the services have long ac- 
cepted 30 years of faithful service as being the normal tour of duty.”® The force re- 
ductions after the Korean War saw extensive use of the 20-year option to draw down 
the force. By 1980, when DOPMA passed Congress, the 20-year volunteer retire- 
ment had become so common that it was no longer considered to be at the discretion 
of the Secretary of the Military Department, hut had become a “right” and was so 
reflected in the new legislation. 

THE NEED FOE LONGER CAREERS FOR INTELLIGENCE OFFICERS 

The career area of military intelligence is a prime example of how today’s one- 
size-fit-all system is not serving us well. The requirements for intelligence profes- 
sionals, particularly the intelligence officers who serve in the National Intelligence 
Program, are well articulated by the Army in its description of the “unique func- 
tions” performed by the Strategic Intelligence Functional Area officers, attached at 
the end of my statement. 

Our study of the current state of military intelligence shows that today’s military 
personnel system is ill-suited to produce the kind and number of officers needed by 
the intelligence community. ® 

Today’s system is huilt on the paradigm of youth and vigor. It is not designed to 
produce the personnel with the kind of training and experiences that are required 
of today’s intelligence professionals. The grade table that drives the system reflects 
the needs of comhat units, not the needs of the interagency intelligence community. 
The DOPMA tenure and retirement rules truncate and terminate military careers 
just when intelligence officers have gained the experience necessary to make them 
truly productive. The best that can be said is that many former intelligence per- 
sonnel continue to serve as government employees and contractors. Changing this 
system will require statutory relief to allow the services to retain personnel with 
demonstrated professional intelligence expertise and experience beyond current 
mandatory retirement dates. The best way to address this problem is to build a ca- 
reer profile based on the paradigm of “experience and performance.” Given the gen- 
eral structure of DOPMA and working within the constructs of a competitive cat- 
egory, this could be accomplished by providing grade relief, ceiling relief, and end- 
strength relief. Grade relief would allow the services to better match the service 
member with the positions that need to he filled; ceiling relief would allow officers 
who are not promoted to the grade of 0-7 to serve longer than the current limit 
of 30 years of service; and end-strength relief would mean that if the overall re- 
quirements for intelligence officers exceeded those authorized today, there would be 
no need to reduce the number of officers serving in other occupations to accommo- 
date any increase in the number of intelligence officers serving. All this, however, 
must be done within (and adhering to) the basic concept of up-or-out. 

THE IMPORTANCE OF MAINTAINING THE UP-OR-OUT SYSTEM 

The first imperative when considering changes to today’s personnel system is to 
examine the impact on the experience profile of the force ten and 20 years in the 
future. For the vast majority of our military workforce, the people we recruit today 
will be the journeymen we need ten years from now and the leaders we have 20 
years from now. In some specialty areas, new programs of lateral entry may provide 
added flexibilities, but the vast majority of military skills will still be acquired along 
the path of in-at-the-bottom-up-through-the ranks. 

The plain fact is that the military we build today must be capable of winning 
wars in the future, but we don’t know when those wars might come. In the aggre- 
gate, the year-of-service profile is the best indicator of the readiness of the force to 


® “Officer Grade Limitation Act of 1954 (H.R. 7103),” Senate Committee on Armed Services 
hearing transcript, Washington, D.C.: Government Printing Office, 1954, p. 8. 

® Charles Nemfakos, Bernard D. Rostker, Raymond E. Conley, Stephanie Young, William A. 
Williams, Jeffrey Engstrom, Barbara Bicksler, Sara Beth Elson, Joseph Jenkins, Lianne Ken- 
nedy-Boudali, and Donald Temple, Workforce Planning in the Intelligence Community, Santa 
Monica, Calif: RAND Corporation, RR— 114— ODNI, 2013, pp. 51-73. 
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go to war at any point in the future. Maintaining the appropriate experience profile 
is critical. 

The key to achieving the desired experience profile is maintaining an adequate 
flow of people into and through the force over time. We have done this with the so- 
called up-or-out promotion system. While there are many ways that such a system 
can be managed, there must be a way of ensuring sufficient turnover to constantly 
revitalize the force. The flow out of the force should not be just at the end of a ca- 
reer. Our officers need to progress or leave. They must not be allowed to stagnate 
in place. 

The one thing that distinguishes a military personnel system from our private 
sector or our government civilian personnel system is we have had the tools and 
use them to maintain the required experience profile over time. Some have argued 
that we should institute a system that allows people to stay in place as long as they 
perform their job adequately. In fact, we have done this in the past, specifically dur- 
ing the drawdown during the early 1990s, and the result was that when we went 
to war in Afghanistan and Iraq, there were shortages of critical midgrade personnel; 
the same personnel we failed to recruit a decade earlier. I appreciate how hard it 
is to tell a young service member who is doing a good job today and wants nothing 
more than to be left alone to continue doing that job that he or she must advance 
or leave the service, but that is exactly what we must do to ensure that our force 
is always ready. If service members do not advance, they must be sent home to 
make room for the next generation because it is the next generation, and the ones 
that come after it, that will carry the fight in the future. 

Some might think it strange for me to be arguing that we must maintain the flow 
of personnel through the military just as I am arguing that in selected areas we 
should extend careers, but I assure you that there is nothing contradictory in what 
I am proposing. Extending careers does not negate the need to move people along 
in their careers; it means having different points in time when people move up or 
out. It means more time for people to learn their craft, less turnover, longer tour 
assignments and more ability to take advantage of career-broadening opportunities, 
including those gained from joint assignments, as well as outside of the military at 
school and in assignments with industry. 

CONTROLLING THE COST OF MILITARY PERSONNEL 

Finally, I would like to comment on the cost of military personnel. Military per- 
sonnel cost more today than in the past because we are paying them better — and 
by the way, they have fewer complaints. I don’t believe that we think our military 
personnel are being underpaid today, which was a concern when I last served at 
the Pentagon. In my judgment, the best way to reduce overall personnel cost in gen- 
eral is to increase the average years of service we get out of every new recruit or 
officer, even as we maintain the appropriate years-of-service experience profile. I do 
recognize that, as always, the devil is in the details and the general argument may 
not hold for all occupations. It depends on the costs of accession and training, and 
on the structure of pay. In general, however, selectively extending the length of ca- 
reers to 40 years of service is likely to be cost-effective. Remember, while we might 
pay individual officers more in current military compensation, there are relatively 
few of them. Also, as was true when Congress voted to increase the pay of senior 
enlisted personnel in 2002, there is a very positive message sent through the force 
and we would expect to see increased retention as service members look forward to 
the possibilities of serving for a full career. 

SUMMARIZING 

To summarize this quick overview of reforming the military personnel system, 
here are a few points to that I think this committee should keep in mind: 

• Keep your eye on the future, particularly what any change will do to the experi- 
ence profile of the force in the future. 

• Maintain the desired experience profile over time. 

• Ensure adequate flow of personnel; i.e., maintain the basic up-or-out concept. 

• Be as flexible and permissive as possible in allowing the services to manage the 
assignment of personnel. 

• Lengthen careers beyond 30 years of service, particularly for the specialty corps. 

[END OF TESTIMONY] 

[NEXT IS A DESCRIPTION OF ARMY STRATEGIC INTELLIGENCE] 
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ARMY STRATEGIC INTELLIGENCE 

Strategic Intelligence functional area provides a focused, trained corps of 
strategic intelligence professionals to Army organizations, combatant com- 
mands, DOD, the Joint Staff, and interagency communities with tailored in- 
telligence required for the development of national security policy and the- 
ater strategic plans and operations. The Strategic Intelligence officer acts 
as the premier expert on strategic and global intelligence activities that ac- 
complish U.S. strategic objectives developed through unique training, edu- 
cation, and recurring assignments at theater, national. Joint, DOD, and 
interagency communities. The Strategic Intelligence officer translates na- 
tional security strategy into intelligence strategies. Providing premier intel- 
ligence in a strategic context, the Strategic Intelligence officer enables deci- 
sionmakers and warfighters to dominate the battlespace. The Strategic In- 
telligence officer represents Army interests at the Joint and interagency 
communities. Strategic Intelligence officers work primarily at echelons 
above corps worldwide. [They fill positions] in intelligence units, head- 
quarters, national agencies, and unified commands. Strategic Intelligence 
officers . . . participate in all phases of the intelligence cycle. The Strategic 
Intelligence officer is an agile, national- and theater-level and interagency 
expert — who leads, plans, and directs all-source analysis, intelligence sys- 
tems, and intelligence policy and programs — supporting key decision- 
makers, policymakers, and warfighters in an interagency, joint, coalition, 
and combined environment. Exercising broad responsibility and authority, 
the Strategic Intelligence officer is capable of integrating interagency activi- 
ties and interacting with the foreign intelligence services to produce pre- 
dictive strategic intelligence to advise policymakers and combatant com- 
manders to deliver overwhelming advantage to our warfighters, defense 
planners, and national security policymakers. 

Chairman McCain. Thank you. 

Mr. Hale. 

STATEMENT OF HON. ROBERT F. HALE, FELLOW, BOOZ ALLEN 

HAMILTON 

Dr. Hale. Well, thank you, Mr. Chairman, Senator Reed, mem- 
bers of the committee. 

I’ll focus today on two broad issues: military compensation, or 
slowing its growth as free money for readiness, and also some se- 
lected personnel issues. 

Let me just say, I appear here as a former Comptroller and as 
an individual, not necessarily representing my current organiza- 
tion. 

Let me turn first to compensation. As a share of the total DOD 
budget, military compensation has stayed roughly constant since 
2000. It’s up a couple of percentage points, but not much. But, 
those constant percentages mask important shifts. As the DOD 
budget grew sharply after 9/11, compensation costs grew with it, 
fueled by increases in healthcare costs and also pay raises. As the 
budgets then turned down in 2010, the Department sought to slow 
the growth in military compensation. It made this decision not to 
alter, not to shoot for any particular percentage, but, rather, to free 
up funds to sustain readiness and modernization, but particularly 
readiness. And the proposed compensation reforms also sought to 
modernize the compensation system and make it more effective. 

Now, conventional wisdom holds that the Congress turned the 
Department down almost all of its — with regard to almost all of its 
requests. In fact. Congress approved a number of DOD proposals. 


Department of the Army, Commissioned Officer Professional Development and Career Man- 
agement, Washington, D.C., Department of the Army Pamphlet 600-3, 2007. P. 251. 
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including initiatives to slow growth and payments to healthcare 
providers, to raise care — TRICARE fees modestly, to reform phar- 
maceutical copays, and others. Congress even took the lead on 
some issues, principally military retirement reform. 

Taken together, these changes reduced DOD costs by about $6 
billion a year, freeing up substantial funds to help the Department 
return toward full-spectrum readiness. I think the Congress de- 
serves more credit than it gets, and principal credit — or significant 
credit certainly goes to this committee. 

But, the job’s not done. Further efforts to reform compensation 
and slow the growth to free up funds need to take into account the 
recruiting and retention climate, which obviously is tightened. But, 
the key candidate for future reform is the military healthcare sys- 
tem, as the Chairman said in his opening remarks. The current 
system often requires copays that are zero, or nearly so, which can 
lead to overuse of care. And the system’s costly to administer. And 
also, despite some overuse of care, there’s substantial underutiliza- 
tion in military healthcare facilities, which results in wasteful 
spending. And finally, there are access and quality issues. 

Congress has before it two proposals, a DOD proposal for several 
years, and then the one from the Military Compensation and Re- 
tirement Modernization Commission. The DOD proposal would cer- 
tainly be the easiest to implement. It would result in some mod- 
ernization and savings. And, I might add, more than three-quarters 
of the savings in DOD proposals — in the DOD proposal comes not 
from the pockets of the beneficiaries, but from more selective use 
of care and from the reductions in the cost to administer the sys- 
tem. 

The Commission version offers beneficiaries a choice, and that is 
certainly a substantial advantage and, I think, warrants a careful 
look, but it isn’t clear, at least to me, how the system — how the 
Commission proposal would maintain the system of military treat- 
ment facilities, which must remain in place, in some degree, to 
train future healthcare providers for war. And so, I think signifi- 
cant further work would be needed before you could enact the Com- 
mission proposal. 

In sum, the military personnel system has received substantial 
attention in recent years, and needs continued attention, but I am 
more concerned about the system that DOD manage — uses to man- 
age its career civilian employees. Listening to debates over civil- 
ians, I sometimes feel like critics believe that the 775,000 DOD ci- 
vilians mostly work at the Pentagon, maybe making PowerPoint 
slides or testimony. In fact, about 80 percent of them work outside 

the Washington, D.C., area, they perform many necessary sup- 
port functions, they fix some DOD weapons, they teach military 
kids, they provide military healthcare, they manage bases. 

The system that recruits, retains, and manages these civilians 
has major problems. I’m not in a position to offer a comprehensive 
assessment or reforms, but let me use my experience in DOD to 
offer a couple of ideas: 

First, it takes too long to hire civilians. The Chairman mentioned 
this in his opening remarks. This committee made a start by grant- 
ing expedited hiring authority for acquisition professionals. You 
might want to consider expanding that. One group that would come 
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to my mind is professionals with expertise in the — and experience 
in the audit of financial statements. 

Poor performers are another issue. DOD has a small proportion 
of career civilian employees who do not perform well. Executives 
working for me spent way too long disciplining and, when needed, 
attempting to terminate members of this relatively small group. 
Most recent authorization legislation makes a start here, allowing 
performance to he considered in RIF [Reduction in Force] actions 
and expanding the probationary employment to 2 year — period of 
employment to 2 years. It is a good start. But, DOD and Congress 
might consider establishing review points throughout a career 
when poor performance can lead to termination. Some safeguards 
would be needed, but they have to be more streamlined than the 
onerous safeguards and lengthy proceedings that are required 
today. 

Let me also briefly address the requirements for civilians. Civil- 
ian personnel needs, in my experience, tend to be established job 
by job, making it hard to debate what numbers and types of civil- 
ian employees are needed in the aggregate as warfighting and sup- 
port needs change. We have much better information to debate the 
numbers needed of the military. 

Even in the — so, I think Congress should challenge DOD to pro- 
vide a better basis for determining, in the aggregate, the number 
and types of civilians that are needed to meet warfighting require- 
ments — but, even in the absence of improved requirement tools, it’s 
clear that DOD needs to reduce the size of its civilian workforce, 
but it needs to do so in a way that allows it to continue to meet 
support needs. Some key steps that would permit that require con- 
gressional support, including contentious ones, like permission to 
close unneeded military facilities where a lot of civilians work, and 
to downsize or close some military treatment facilities. 

Finally, in my view, we employ too many sticks and not enough 
carrots in dealing with our career civilians. In recent years, we’ve 
furloughed civilians twice, we’ve frozen their pay three times. Some 
in Congress criticize career civilians, seemingly treating them not 
as valued employees, but, rather, as symbols of a government that 
they believe is too large. 

DOD and Congress need to provide more rewards for good per- 
formance — a few more carrots, if you will. Let me suggest a couple 
of actions: 

Today, many career civil servants who are selected as members 
of the Senior Executive Service [SES] receive little or no increase 
in salary, even though their responsibilities grow sharply. And I 
might add, in my experience, it discourages good people from con- 
sidering taking SES roles. 

Press support or reports suggest the administration is consid- 
ering trying to increase SES pay, at least to the minimum level of 
GS-15 [General Schedule]. That would be an incremental step, but 
one I like better as an incremental step would be for DOD and 
Congress to expand the proportion of SES performers who are eligi- 
ble for presidential rank awards, perhaps focusing on the awards 
at the meritorious level. These rank awards are made competitively 
through board selections. They offer both prestige and some sub- 
stantial financial rewards. And what I like about them is that they 
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direct the rewards to the SES memhers who are performing excep- 
tionally well. 

Finally, DOD and Congress need to harness the power of praise 
as a way to recognize the importance of DOD’s career civilian em- 
ployees. We’re very good at recognizing the accomplishments of the 
military. And that should continue. 

While I served as Comptroller, I always tried to thank the men 
and women in uniform and the civilians who support them. I hope 
more senior leaders will do that regularly. And DOD, along with 
this committee and others in Congress, could help by seeking op- 
portunities to recognize the successes of civilian employees. Greater 
recognition would acknowledge the important role that DOD civil- 
ians play in maintaining our Nation’s security, and it would help 
civilians feel that they are, indeed, valued employees. 

Throughout my government career, I have been privileged to 
serve with many highly capable DOD personnel, civilian and mili- 
tary. I hope the thoughts I’ve offered today can play a small role 
in helping these men and women who do so much to support our 
national security. 

With that. I’ll stop, Mr. Chairman, and join in questions at the 
right time. 

[The prepared statement of Mr. Hale follows:] 

The Prepared Statement by Hon. Robert F. Hale 

I appreciate the opportunity to testify on Department of Defense (DOD) personnel 
issues. DOD is one of the largest employers in the United States, and the military 
compensation system is one of the most complex. Given this size and complexity, 
I cannot address all of the issues related to DOD personnel. Instead I will focus on 
two issues: efforts to reform and slow growth in the costs of military compensation 
and selected civilian personnel issues. 

REFORMING AND SLOWING GROWTH IN COSTS OF MILITARY COMPENSATION 

As a share of the total DOD budget, military compensation costs have remained 
roughly constant since 2000. But the constant percentages mask important shifts. 
As DOD budgets grew sharply after 9/11, compensation costs also grew sharply. 
Health care costs, especially for the new TRICARE for Life program, caused much 
of this growth. But substantial increases in basic pay, along with increases in basic 
allowance for housing to eliminate out-of-pocket costs, also fueled growth. 

Past Success in Reform and Slowing Growth. After 2010 total defense budgets 
began to decline, and DOD faced legal limits on its total funding put in place in 
2011. In response, the Department sought to slow the growth in the costs of military 
compensation. It made that decision, not to alter the percentage of funding devoted 
to compensation, but rather to maintain recruiting and retention while freeing up 
funds to sustain modernization and, importantly, readiness. As the military ended 
most of its large-scale combat operations in Iraq and Afghanistan, regaining full- 
spectrum readiness required added funds. Proposed compensation reforms sought to 
help meet readiness needs while also modernizing the compensation system and 
making it more effective. 

Conventional wisdom holds that Congress refused most of DOD’s requests for 
changes in laws needed to alter the military compensation system. While Congress 
did turn down some DOD requests, it approved a number of them and even took 
the lead on key issues. Examples of key enacted changes over the past five years 
include: 

[Questions for the record with answers supplied follow:] 

• Health care changes. The Administration permitted DOD to use the federal ceil- 
ing price for pharmaceuticals, which substantially reduced DOD costs. Congress 
permitted DOD to use Medicare rates to reimburse for outpatient care and care 
at small hospitals. It also agreed to modest increases in fees for retirees who 
use TRICARE. Finally, Congress permitted DOD to restructure and increase 
pharmaceutical co-pays in ways that steered beneficiaries toward more cost ef- 
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fective approaches such as generics and mail order delivery. Congress even 
went beyond DOD requests and mandated use of mail-order delivery for follow- 
on pharmaceuticals. 

• Pay raise limits. For the past three years the President has exercised his exist- 
ing authority to limit military basic pay raises below the levels that would have 
been mandated by the private-sector formula. Because basic pay makes up a 
large share of compensation, these limits contributed significantly to freeing up 
funding for rediness and, to date, have permitted the military to recruit and re- 
tain needed personnel. 

• Military retirement. This year Congress took the lead in reforming the military 
retirement system to provide military members with a new 401(k)-like fund 
that includes matching government contributions while also reducing the size 
of pensions for future retirees who serve 20 or more years. The changes will re- 
duce DOD accrual costs for military retirement. 

Taken together, these changes reduced the DOD costs for military compensation 
by more than $6 billion a year. These savings, which will continue in perpetuity un- 
less they have to be reversed to meet recruiting and retention needs, did not come 
close to offsetting the large reductions in DOD funding mandated by the Budget 
Control Act of 2011 and other decisions. However, the compensation changes made 
available significant funds for readiness and achieved some needed modernization, 
especially for the military retirement system. Importantly, even after slowing 
growth in compensation, DOD has so far been able to recruit and retain needed per- 
sonnel — the key goal for the military compensation system. 

Job Not Done. Despite these notable successes, further efforts to reform com- 
pensation and slow the growth of costs should be undertaken. DOD and Congress 
must proceed carefully to ensure that, in the face of improvements in the economy, 
the Department can still recruit and retain needed personnel. So long as that goal 
is met, further reform efforts can lead to a more effective compensation system and 
free up funds to support readiness and modernization. 

As part of these efforts, continued limits on the size of basic pay raises may be 
appropriate if the recruiting and retention climate permits. Limits on basic pay 
raises free up substantial funds, some of which could be used to offset the costs the 
compensation proposals that may result from the next version of the Force of the 
Future initiatives. Media reports suggest that, as part of the next tranche of initia- 
tives, DOD is considering changes in the basic pay table to increase incentives for 
retention of mid-grade officers and for persons with specialized skills. These types 
of flexibility almost always make the military pay system more effective and should 
be given careful consideration. Changes in out-of-pocket costs for basic allowance for 
housing and reduction in the commissary subsidy may also be appropriate. 

The key candidate for future reform is the military health care system. The cur- 
rent system often imposes co-pays that are zero or nearly zero, which tends to lead 
to overuse of care. The system is also costly to administer. In the TRICARE portion 
of the system, the share of costs borne by beneficiaries has fallen well below the 
levels Congress mandated when TRICARE was established. Nor are benefit issues 
the only problem. Despite some overuse of care, there is substantial underutilization 
in military health care facilities, which results in wasteful spending. 

For the past several years, DOD has proposed revisions that would modernize the 
TRICARE system and make it more effective. Changes including combining the 
three major TRICARE plans into one plan and imposing modest co-pays when retir- 
ees and active-duty dependents seek treatment (care for active-duty personnel would 
remain free). The co-pays are designed to reduce overuse of health care and to pro- 
vide more incentives for use of military treatment facilities in order to improve utili- 
zation. Once fully implemented, the reforms proposed by DOD would save roughly 
a billion dollars a year. More than three quarters of these savings would result, not 
from greater payments by beneficiaries, but rather from reductions in administra- 
tive costs and more selective use of health care. Imposing fees for new entrants into 
the TRICARE for Life plan, along with additional changes in pharmaceutical co 
pays designed in part to steer beneficiaries toward generic medicines, would gen- 
erate substantial additional savings. 

In its 2015 report, the Military Compensation and Retirement Modernization 
Commission recommended a much different approach to reform of the military 
health care system. The Commission approach would provide military personnel 
with an allowance for health care that beneficiaries could use to select from a menu 
of health care plans. The Commission’s proposal offers beneficiaries a choice of 
health care plans, a significant advantage. Also, in part because the Commission 
proposed that retirees pay substantially more for health care, the Commission pro- 
posal saves a large amount of money — more than $6 billion a year once it is fully 
implemented, according to estimates in the Commission report. 
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While the Commission proposal offers substantial advantages, it is not clear how 
the system of military treatment facilities, which must remain in place to train 
health care professionals for war, would be maintained. Significant further work is 
needed, perhaps along with a carefully designed pilot program, before the Commis- 
sion plan could be implemented. 

In addition to some version of these reforms. Congress needs to permit the mili- 
tary services to downsize or close underutilized military treatment facilities so long 
as reasonable patient care can be maintained and training needs met. For their 
part, the military services need to propose appropriate downsizing as part of the 
overall effort to maintain quality health care while holding down costs. Finally, as 
it reviews the health care system. Congress needs to address other issues such as 
access to care. 

In sum, DOD and Congress have made important progress in reforming military 
compensation. This progress has freed up substantial funds that have been used to 
maintain readiness and modernization in the military while still allowing the serv- 
ices to meet recruiting and retention needs. Further reforms are needed, including 
consideration of changes proposed by the Force of the Future Initiatives and — im- 
portantly — reform of the military health care system. 

SELECTED CIVILIAN PERSONNEL ISSUES 

The military personnel system needs continued attention. But I am more con- 
cerned about problems in the system DOD uses to manage its career civilian em- 
ployees. DOD employs about 775,000 civilians who provide support that is critical 
to the Department’s ability to maintain national security. Listening to debates over 
civilians, I sometimes feel that critics believe that most DOD civilians work at the 
Pentagon. In fact about 80 percent of DOD civilians work outside of the Washington 
DC area. They fix some DOD weapons, run the Department’s training ranges, and 
manage DOD bases. They provide health care for military personnel and teach their 
children. They also perform many other necessary support functions. 

The system that recruits, retains, and manages these civilian employees has 
major problems. However, compared to the military system, it gets much less atten- 
tion in DOD and Congress. This relative inattention occurs in part because career 
civilians work in agencies throughout government. DOD tends to defer to the Office 
of Personnel Management and other government-wide organizations when civilian 
issues arise. DOD, however, employs about half of all career civilians in the federal 
government. Because of their numbers and their importance in maintaining an ef- 
fective warfighting force, I believe that the Department needs to take a leading role 
in improving the civil service system, as does this Committee and other defense 
committees. 

I have neither the time nor the expertise to provide a comprehensive assessment 
of DOD’s civilian personnel system and its problems. However, during my 12 years 
of service as a senior DOD leader, I supervised many DOD civilian employees. 
Based on that experience, several problems stand out: 

• Hiring problems. It takes too long to hire career civilian employees. Organiza- 
tions that I oversaw as DOD comptroller (including the Defense Contract Audit 
Agency and the Defense Finance and Accounting Service) hired numerous civil- 
ian employees — many of whom were just beginning their careers. These organi- 
zations lost qualified candidates because private-sector firms could hire much 
more quickly. 

• Problems handling poor performers. DOD has a small proportion of career civil- 
ian employees who do not perform well. Executives working for me spent too 
much time disciplining and, when needed, attempting to terminate members of 
this relatively small group. 

• Lack of tools to set requirements and manage pay. We have reasonable tools to 
help determine the numbers and types of military personnel needed to meet 
warfighting needs, or at least to generate information needed for an informed 
debate. We also have good tools to ascertain how military personnel will react 
to changes in compensation. Civilian personnel needs, however, tend to be es- 
tablished job by job, making it hard to debate what numbers and types of civil- 
ian employees are needed in the aggregate as warfighting and support require- 
ments change. Also, we have almost no tools that permit us to judge how civil- 
ians will react to compensation changes. 

• Too many sticks, too few carrots. In recent years we have furloughed civilian 
employees twice and frozen their pay three times. Some in Congress criticize 
career civilians, seemingly treating them not as valued employees but rather as 
s 3 Tnbols of a government they feel is too large. We also often fail to recognize 
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the contributions that civilians make to meeting DOD’s warfighting needs. In 
contrast, we regularly recognize the accomplishments of our military personnel. 

Because of these various problems, morale has fallen sharply among career civil- 
ians. Each year the Partnership for Public Service creates a morale index for career 
civilians using questions administered by the Office of Personnel Management dur- 
ing an annual survey. Between 2010 and 2014, the index suggests that morale for 
the government’s civilian employees declined by about 12 percent, even while recent 
improvements in the economy led to morale improvements among all U.S. workers. 

Employees perform best when they believe that their employer values their serv- 
ices and will treat them fairly. Today, unfortunately, I believe that many career ci- 
vilians in DOD, and probably in other federal agencies, wonder whether their em- 
ployer really values their services. 

I am not able to offer a comprehensive package of solutions to these and other 
problems affecting DOD’s career civilian employees (and in many cases, civilian em- 
ployees throughout government). I am hopeful that in future releases, Secretary 
Carter’s Force of the Future Initiatives will include recommendations for improve- 
ments in the civilian personnel system. I trust that any proposals that are sub- 
mitted to Congress will receive careful consideration. 

While I can’t offer comprehensive reform, I have found during my government 
service that progress often has to occur in increments. So I will conclude my state- 
ment by proposing some incremental improvements that seem practical to me and 
should help improve the civilian personnel system. 

Congress should challenge DOD to provide a better basis for determining, in the 
aggregate, the number and types of civilians needed to support warfighting require- 
ments. Requiring a one-year study by DOD’s personnel experts, perhaps coupled 
with an analytic organization within DOD, seems to me a good place to start. In 
return for better tools. Congress should stop requiring cuts in civilian personnel that 
are proportional to military reductions. Proportional cuts rarely permit DOD to meet 
its support needs. 

Even in the absence of better tools to establish requirements, it is clear that DOD 
needs to take steps to reduce the size of its civilian workforce while continuing to 
meet support needs. Some key steps require Concessional support. Permitting DOD 
to close unneeded military bases, and to downsize or close some military medical 
facilities, would help DOD begin to achieve needed civilian personnel reductions 
without harming needed support activities. 

It is also clear that DOD needs to hire more younger employees. Today DOD civil- 
ian employees under age 35 represent less than one-fifth of the Department’s career 
civilian workforce. Media and other reports suggest that future Force of the Future 
Initiatives will include specific initiatives to attract more millennials into the De- 
partment. I hope that is true and that the Department (and other agencies) can 
move in that direction. In this year’s National Defense Authorization Act, Congress 
also sought to help by providing expedited hiring authority for civilian acquisition 
professionals. As I mentioned earlier, slow hiring is a key problem in meeting civil- 
ian personnel needs. Making this expedited authority available for other skilled per- 
sonnel — for example, for those with skills and experience in the audit of financial 
statements — makes sense to me. 

Congress and DOD need to work together to help the Department deal with the 
relatively small number of poor performing civilians. The most recent authorization 
legislation, which permits DOD to take into account performance during employ- 
ment cutbacks resulting from reduction-in-force (RIF) actions, represents a start. 
Extending the probationary period for new employees to two years also helps. But 
broader authority is needed. DOD and Congress might consider establishing periodic 
review points during a career when poor performance can lead to termination. Some 
safeguards would of course be needed to avoid politically motivated or inappropriate 
separations, but the safeguards must be sufficiently streamlined to permit termi- 
nations without the impossibly lengthy proceedings that are required today. I recog- 
nize the difficulty of making this change, but I also know it is needed. 

DOD and Congress also need to provide more rewards for good performance — a 
few more carrots, if you will. Let me suggest a couple of actions. Today many career 
civil servants who are selected as members of the Senior Executive Service (SES) 
receive little or no increase in salary, even though their responsibilities grow sharp- 
ly. Comprehensive civilian pay reform, including pay increases for senior civil serv- 
ants, would provide the best solution to this problem of pay compression. But com- 
prehensive pay changes for senior civilians seem highly unlikely in the current 
budgetary and political climate. Press reports suggest that the President is consid- 
ering an executive order that would urge increases in SES pay within existing lim- 
its. That action could represent an incremental step toward fixing pay compression. 
As another incremental step, DOD and Congress could expand the proportion of 



26 


SES performers who are eligible for Presidential rank awards, perhaps focusing on 
awards at the meritorious level. These rank awards, which are made competitively 
through a process of board reviews, offer both prestige and substantial financial re- 
wards to SES members who perform exceptionally well. The expansion should apply 
to all federal agencies, not just to DOD. 

Along with expansion, the Administration should be strongly encouraged to re- 
move recent limits on the number of SES members who are eligible for Presidential 
rank awards. The Administration imposed these limits because of concerns about 
providing awards in tight budget times, but the limits have the unfortunate effect 
of reducing recognition and compensation for the most capable SES members. 

Finally, DOD and Congress need to harness the power of praise as a way to recog- 
nize the importance of DOD’s career civilian employees. DOD and Congress are both 
very good at recognizing the contributions of military personnel at all ranks, but 
less good for career civilians. While I served as DOD Comptroller, I always tried 
to thank the men and women in the military, and the civilians who support them. 
I hope more senior leaders will do that regularly. DOD, along with this Committee 
and others in Congress, could help by seeking opportunities to recognize the suc- 
cesses of career civilian employees. Greater recognition would acknowledge the im- 
portant role that DOD civilians play in maintaining our nation’s security, and it 
would help civilians feel that they are valued employees. 

Throughout my government career, I have been privileged to serve with many 
highly capable DOD personnel — both civilian and military. I hope the thoughts I 
have offered today can play a small role in helping these men and women who do 
so much to support our national security. 

Chairman McCain. Thank you. 

Admiral Roughead. 

STATEMENT OF ADMIRAL GARY ROUGHEAD, USN [RET.], 

ANNENBERG DISTINGUISHED VISITING FELLOW, HOOVER 

INSTITUTION 

Admiral Roughead. Mr. Chairman, Senator Reed, members of 
the committee, thank you for the opportunity to share my thoughts 
on what I consider to be the most important issue that needs to 
be confronted going into the future, and that’s designing the total 
force and putting in place the policies that enable us to attract, re- 
cruit, and retain the talent that’s going to be so important. 

My perspectives are based on command at sea, commanding both 
the Atlantic and the Pacific Fleets, serving as a Service Chief and 
a member of the Joint Chiefs of Staff, serving on combatant com- 
mander staffs and on service staffs, commanding a NATO striking 
force in the Atlantic, which is a multinational joint task force, and 
commanding a joint task force in the Pacific. 

Nothing that I say should be construed as criticism of the great 
young men and women who serve in our Nation’s defense in uni- 
form and in civilian clothes. But, I think that we’re at a different 
time, when many of the policies and rules that we administer of 
this force, they were derived at a different time, and the times 
have changed, and it’s time to relook at what those changes should 
be, because I believe that we’re rapidly approaching the point of an 
unsustainable mix of cost, force balance, and lethality. And that 
will only get worse as we continue to feed the personnel costs that 
have been described by my colleagues here. 

I think it’s safe to assume that significant top-line relief is not 
going to bail this out. And so, we have to look at what are the ways 
what we can adjust that. And because many of these policies have 
been implemented over time and they have interwoven with one 
another, layered on top of one another, it has to be looked at in its 
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totality. Pull one lever, and you might get second- and third-order 
effects that are unintended. 

I think the real issues that I see is that, as we try to adjust the 
size of those who serve in the broad Department of Defense, the so- 
lution is always to go to the Active Force and reduce that. We, as 
has been mentioned, have a compensation system for the All-Vol- 
unteer Force that is really not tuned to that force. And I thank the 
committee for the work that they’ve done, particularly this year, to 
crack the door and begin the reform process there. 

We have a uniform promotion paradigm that tends to bleed ex- 
pertise away from the force to fill a hierarchical promotion model 
that has been in place for decades. We are bound to a well-inten- 
tioned Goldwater-Nichols legislation that achieved the joint imper- 
ative, but has caused a bloating of our joint headquarters staffs in 
Washington and around the world. We have a government em- 
ployee and civilian contractor ratio that is significantly out of bal- 
ance with the fighting force that we field today. And our civilian 
personnel system values longevity over merit. And we have become 
extraordinarily disposed to filling our service headquarters with 
contractors without a means of really determining the number of 
contractors that we have working at any given time in these head- 
quarters facilities, and whether or not that’s the optimum solution. 

So, I think, as I look at it, some of the things, as we debate the 
size of the force, I believe the going-in position should be to hold 
constant the number of Active- Duty personnel, and work the other 
variables first of civilian employees. Guard, Reserve, and contrac- 
tors. 

We should reform DOPMA and tune it in a way that we can ad- 
just the time-and-service requirements and the time-and- grade- 
promotion requirements for the force, but I think it has to be tuned 
in such a way that give the services, and even specialties within 
each service, the latitude to be able to make the decisions to best 
incentivize the people that we want to keep. And clearly, we have 
to change the “up or out” policy, particularly in some of the tech- 
nical areas that are going to only increase in competitiveness in fu- 
ture years. And the one that has been mentioned and most fre- 
quently comes to mind is cyber. But, if we do that, I think we’ll 
have to put in place some longevity pay raises so that we can keep 
that talent, and they’ll still be able to take care of their personal 
obligations that they have. 

With respect to Goldwater-Nichols, I really do believe that we 
have to maintain a legislative hammer on the Department of De- 
fense with that joint forcing function, because if we don’t, the serv- 
ices will likely retreat back into more tribal behavior. But, clearly, 
we have to adjust Goldwater-Nichols so that we cannot use it as 
a personnel management system, but really what it was intended 
for, and that’s to improve the jointness of the force. 

And I do think, when we get to the general and flag officer 
ranks, we should maintain the current requirements, but I do be- 
lieve that we can lift some of the mandated requirements on some 
of the more junior ranks within the services. 

I also believe, and jumping more to the organizational construct, 
that as we look at the role of joint commanders and command — and 
I know it’s been discussed before the committee, the idea of the 
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Chairman being moved from an advisory to a more command posi- 
tion — I really do believe that civilian control of the military is fun- 
damental to who we are, and I maintain that the best approach to 
that is to maintain the advisory role of the Chairman. Nor do I be- 
lieve that we should move to a general staff, because it is impor- 
tant that we have current operational, technical, and geopolitical 
experience moving in and out of the headquarters so that we can 
make better decisions. 

With regard to DOD civilian personnel management, returning 
to a scheme similar to the NSPS, or National Security Personnel 
System, I think is very important. I had the opportunity, when it 
was in effect, when NSPS was in effect, to implement it in several 
commands, and, within months, you could see the change: young 
people enthused, eager; where merit mattered, and not longevity; 
where they didn’t have the concern about, “If I’m the last one to 
be hired. I’m going to be the first one to leave, should there be any 
force cutbacks.” I think that we really need to look at putting that 
back in place. 

And we have to get our arms around the contractor numbers 
within our headquarters. Right now, we can’t do that. If we do get 
a number, it’s normally time late. And it’s a very amorphous thing 
to work with. Similar to what we have with headquarters author- 
izations for uniformed personnel, for old-time equivalent for gov- 
ernment civilians, I think we should set numbers of contractors for 
the headquarters, and not let that float, because if we go after 
headquarters numbers, and we drop uniformed government civil- 
ians, the headquarters, in my view, will not change in size; we’ll 
just add more contractors into the mix. And the problem with that 
is, when a headquarters gets big, it makes more work for other 
people and for themselves, and it justifies its existence that way. 

So, those are some thoughts, and I look forward to your ques- 
tions. 

[The prepared statement of Admiral Roughead follows:] 

The Prepared Statement by Admiral Gary Roughead, U.S. Navy (Retired) 

Chairman McCain, Ranking Member Reed, members of the Committee thank you 
for the opportunity to offer my thoughts on Department of Defense (DOD) personnel 
reform and strengthening the All Volunteer Force. I applaud and welcome the more 
strategic view this Committee has taken in assessing global security challenges and 
the efficacy of our Armed Forces today and in the future. Nothing is more important 
to our nation’s security strategy than getting the force design right and optimizing 
the total personnel strategy to that design. 

In addition to command at sea I have had the privilege of being a Service Chief 
and a member of the Joint Chiefs, serving on Combatant Command (COCOM) and 
Service staffs, and commanding a NATO Striking Force in the Atlantic and a Joint 
Task Force in the Pacific. But I spent my life in the U.S. Navy because of the ex- 
traordinary young men and women who serve in it. It was my pleasure, every day, 
to sail and serve with them and there was no higher honor than to have been af- 
forded the opportunity to lead them. Any comments and recommendations I make 
are not criticisms of their dedication, commitment and contribution to the hard and 
important work they do around the world. 

The fundamental question I inferred from your letter of invitation was: is the total 
DOD force optimally organized, sized and compensated for the security demands of 
today and those we will likely face in the future? The answer is — no. The organiza- 
tion and processes under which we operate, fight and manage the force were derived 
in different times. The world has changed. We have not and do not lack for rec- 
ommended solutions. Numerous studies over the years have examined organization 
and processes. Many recommendations have been implemented, many have not. The 
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solutions are organizationally and mechanically simple, but the personal impact on 
those who serve and have served is largely distasteful and the political will, in the 
information environment in which we live, more doubtful. The work you are doing 
at this time is critical because we are at a point where the current force is approach- 
ing an unsustainable mix of cost, force balance and lethality. We continue to sac- 
rifice procurement and the necessary maintenance and training funds of a shrinking 
fighting force to feed the current personnel structure. One credible estimate projects 
that with personnel and operation and maintenance costs growing, as they have 
been at four and two percent respectively, those two accounts will consume 86 per- 
cent of the allowed DOD budget by 2021 and all of it by 2024, the last year of the 
second term of the next president. As much as we all desire, significant topline relief 
is not likely. Piecemeal solutions will not work. A total examination and comprehen- 
sive revision of the manpower organization and governing personnel legislation and 
policies of the DOD is required. 

We continue to attempt to reduce manpower costs by cutting the number of those 
who are on point — active duty uniformed personnel. We have an all volunteer force 
with a compensation and benefit system that is not tuned to that force and a uni- 
formed promotion paradigm that bleeds needed technical expertise to fulfill a one 
size fits all hierarchical promotion model. We are bound to well-intentioned and 
needed joint forcing legislation (Goldwater-Nichols) that has achieved the joint im- 
perative but has ballooned headquarters’ overhead. We have a uniformed, govern- 
ment service civilian and service contractor ratio conspicuously out of balance to our 
fighting force. We attempt to attract and retain quality new generations of govern- 
ment civilian employees with a civilian personnel system that values longevity over 
merit. We have become exceedingly disposed to headquarters service contractor sup- 
port without knowing how many service contractors we are paying for and whether 
they are the optimum solution. 

Sizing the Force. The number of active duty uniformed personnel has fluctuated 
since 9/11. Ground force numbers appropriately increased during the high demand 
years in Iraq in Afghanistan. Active duty Navy and Air Force personnel declined, 
but in the aggregate the total number of active duty personnel has not increased 
that much. The civilian workforce, after early post 9/11 growth, has remained illogi- 
cally stable with some growth occurring within the acquisition community at a time 
when we are buying less. Reserve and Guard numbers are rarely in question; and, 
while public debates rage over reductions in active uniformed personnel, there is rel- 
ative silence regarding the other components of the force. Further force reductions 
should begin with holding active uniformed numbers constant and reducing the 
other components, primarily civilian numbers. 

Compensation and Officer Promotion. The changes to compensation begun by 
this Committee are positive and relevant to new generations who will serve in our 
military. Regarding officer promotion and retention, it is time to reform the Defense 
Officer Personnel Management Act (DOPMA). Time in service and time in grade 
promotion milestones should be tuned to the needs of each Service and to specialties 
within each Service. This will be key to incentivizing service and can make a dif- 
ference in retaining quality and skill. Similarly, the ‘up or out of DOPMA’ should 
be eliminated in skill areas determined by the Services. This will be particularly im- 
portant in areas such as cyber where broad competition for talent will be intense. 
Retaining experience and skill in a niche area will be more important than pro- 
motion opportunity. This change will require a longevity and skill pay scale for 
those who do not promote but are committed for the long haul to their area of tech- 
nical expertise. 

Goldwater-Nichols Legislative Reform. Without the forcing function of the Gold- 
water-Nichols DOD Reorganization Act of 1986 we would not be the unmatched 
fighting force we are today. The joint imperative must be sustained; however, adher- 
ence to Goldwater-Nichols today is more synonymous with promotion requirements 
than war-fighting skill and experience. Those promotion requirements have caused 
the size of joint staffs (COCOM and JCS StafO to increase in size based on assign- 
ment throughput rather than necessary and appropriate work. Concomitantly, it has 
reduced the attractiveness of Service staff assignments where expertise, experience 
in and the responsibility for manning, training and equipping of our forces reside. 
Joint promotion requirements for Flag and General officers should be retained, and 
Services should manage joint assignment strategies and incentive strategies to sup- 
port senior leader requirements. Mandated numbers and promotion ratios between 
Service and the Joint Staff should be relaxed to best spread skill, talent and rel- 
evant experience among Joint and Service staffs. This more limited approach is con- 
sistent with addressing and tailoring to that which Service and joint organizations 
need rather than incentivizing all. 
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Recent testimony before this committee addressed the responsibilities of Combat- 
ant Commanders, the Chairman of the Joint Chiefs of Staff and the nature of their 
staffs. In the case of the former, the trend to Joint Task Forces leading the fight 
has called into question the role of the Combatant Commander. That is a behavioral 
not an organizational problem because senior headquarters and leaders tend to by- 
pass the chain of command. Combatant Commanders must command and be ac- 
countable for operations across the spectrum of operations, including combat. Their 
authority and accountability must be seen in their respective region or function as 
absolute and continuous. Joint Task Forces will remain the optimum organization 
for focused operations but the COCOM must be accountable for effects and out- 
comes. The tasks and functions of COCOM staffs should not replicate those of subor- 
dinate Joint Task Force or functional staffs and COCOM staffs must be sized for 
oversight not redundancy. 

Nothing speaks more to our nation’s principle of civilian control of the military 
than the advisory role of our most senior uniformed leaders, particularly the Chair- 
man, Joint Chiefs of Staff — that should not change. With regard to recent musings 
and proposals regarding creating a ‘General Staff,’ this could potentially create an 
elite military entity that could generate outsize influence while limiting the infusion 
of recent operational, war-fighting, and technical experience into joint staffs in our 
rapidly evolving world. 

DOD Civilian Personnel Management. Our nation is fortunate indeed to have 
dedicated men and women who are drawn to and take great pride in public service. 
As previously mentioned, the number of civilian personnel in the DOD must be 
rationalized with the number serving in uniform. Additionally, the management of 
that force should value merit over longevity. It was my duty and pleasure to have 
implemented the National Security Personnel System in several commands when it 
was in effect in a previous administration. The effects were quickly apparent — in- 
creased interest in government service, greater optimism regarding being rewarded 
more rapidly for hard work and innovation, and less concern for being the first to 
be let go if the last to come aboard — quality and hard work mattered. 

Staff Size and Service Contractor Accounting. The number of people in an orga- 
nization should be a function of work to be performed. We account for and control 
uniformed personnel and government civilian personnel through end strength and 
Full Time Equivalent (FTE) authorization. There is no method to account for service 
contractors on staffs; accordingly, staff size can float based on money available rath- 
er than work to be performed. Any count of contractors on a staff is vague and time 
late, and staffs can grow with limited control and awareness. Without more dis- 
ciplined control in this area right-sizing organizations and staffs will be a mirage. 
While not perfect, creating a contractor personnel authorization at the service and 
joint staff level, i.e. CPN [contractor personnel Navy] (in the case of Navy) or CPA 
[contractor personnel Army] (Army), etc. is a way to stabilize, monitor and control 
the size of headquarters. Once stabilized and controlled the work of debating and 
defining the appropriate roles and mix of government civilian versus contractor can 
take place. Absent that we will continue to attempt to design an optimal total force 
using nebulous variables. 

Personnel management, especially reforming compensation and right-sizing over- 
head, is hard, complex and politically challenging. My comments and recommenda- 
tions touch on what I consider to be the major areas of needed reform. I am hopeful 
they are helpful, and I look forward to your questions. 

Chairman McCain. Well, thank you, Admiral. 

And, Admiral, I was just — not long ago, read a wonderful book 
called “The Admirals” about five-star admirals in the Navy in 
World War II. And I noticed with some interest that Admiral Nim- 
itz, at one point in command, ran a ship aground. Do you think 
that’s possible today? 

Admiral RouGHEAD. Senator, I think we have some recent cases 
where we’ve done that, but I will tell you that the fitness report 
that was written on Admiral Nimitz after he ran a ship aground 
was on the door of my office as I walked out every night. And to 
me, I think it’s important that we still give people the latitude to 
make mistakes and move on. 

Chairman McCain. Do you think that’s the case? 
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Admiral RouGHEAD. I know that we have, in recent years, al- 
lowed some people who have made some significant mistakes or er- 
rors in judgment to move on. 

Chairman McCain. Dr. Rostker, you bring up a really fas- 
cinating — there’s many aspects of this issue. I mean, it’s really a — 
this is a aspect where there are many different facets of it, but 
you’re advocating a — changing the current 30-year retirement in — 
to 40 years, which, I think, given longevity and capabilities and ex- 
perience and knowledge, is something that ought to be considered. 
But, what about the fact that there are specialties that put a pre- 
mium on physical strength and fitness? How does this work? And 
I’d be interested in the other witnesses’ view of this. This would be 
a huge change. 

Dr. Rostker. And I — I agree with you, and I think that we have 
to address the needs for each. In my state — in my oral statement, 
I made the point about not taking on the issue of youth and vigor 
in the combat arms, but I would also point out that all of the sto- 
ried admirals of World War II would not have been around, they 
would all have been retired under our current personnel system. 

The issue becomes how we manage the specialty force. And we’ve 
heard here about Goldwater-Nichols. Goldwater- Nichols has, basi- 
cally, added 5 years of career content to an already jammed career. 
And it has deprived the services of the talents of many officers who 
are being jointed at the time in previous years they would have 
learned how to manage the corporate entity. We send people to 
school. The Secretary is out, talking about new initiatives for time 
with industry. And yet, we’re going to send people home when 
they’re 52 years old in the acquisition corps and planning and 
things that don’t require youth and vigor? Can you imagine being 
a corporation and saying to the majority of your acquisition execu- 
tives, “You’ve reached 52 . Go home”? That’s when they’ve learned 
their craft. We do that with FAOs [foreign area officers], we do that 
with the intelligence community. The hardest fill jobs in cyber are 
not the hackers, but the people who are managing hackers. But, 
we’ll send them home when they reach 52 — 52 , of course, being 30 
years from the time of commission. 

So, I think we have to break the one-size-fits-all paradigm, and 
address your concern for youth and vigor, and address my concern 
for the specialty corps as we build career structures that make 
sense for the individual skills that are needed for the future. 

Chairman McCain. Sometimes that could be as short — early age 
as 48 

Dr. Rostker. It could be. 

Chairman McCain. — in some cases. 

Dr. Chu. 

Dr. Chu. I couldn’t agree more with the notion that we ought to 
look at variable career lengths. And I think the retirement reform 
you enacted this last — in this current authorization act opens the 
door for the Department to begin moving that direction. 

DOPMA’s current 30-year ceiling is an issue. There is some lati- 
tude in the statute to extend in order to recall people from retired 
status. But, that’s not really a panacea as an option. Congress, in 
the last decade, moved to loosen some of the age restrictions, which 
is another problem. Some people join the military late, and so they 
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might be the 60-year-old acquisition executive, and we’d still like 
to keep them. And I think those — that greater latitude is very help- 
ful. 

But, I think, fundamentally, it — it’s not about a particular con- 
straint, it’s about — the paradigm the Department follows, that ev- 
erybody should look — as you said — more or less the same. And I 
think that Admiral Roughead touched on this in his remarks, that 
we’re grooming all officers to be Chief of Staff. That’s not true. 
Most officers are not going to be Chief of Staff, as is obvious from 
an arithmetic perspective. Many are wanting a fulfilling career, 
where they move to a middle management or a middle level of ex- 
pertise, and they continue to serve in that level for a longer period 
of time. 

And so, my play would be to encourage variability. First, the De- 
partment needs to be focused on what experience mix it wants, by 
skill area, both officer and enlisted, as a guide to what that varia- 
bility should look like. So, in some areas, where youth and vigor 
is essential, you might actually want somewhat shorter careers. 
You already have a problem with some people hanging on, so to 
speak, as we all know, as they get to 15, 16, 17 years? service. Con- 
gress honors that with a sanctuary. Eighteen years of service, you 
get there, you have to really commit a crime not to get to 20 years. 
That’s a mistake. The new retirement system allows you to say, 
“It’s time to leave.” And you can take a significant prize home with 
you. But, some other people ought to stay for much longer periods 
of time, as Dr. Rostker argued. It — senior command, senior experi- 
ence in various specialized fields — medicine is an example of that 
career track, as well. And we ought to retain people for longer peri- 
ods of time. So, I think it’s the issue of variability in career length 
that ought to receive attention, not necessarily just extending ev- 
eryone. 

Chairman McCain. Mr. Hale, your view. 

Dr. Hale. I think it’s a good idea to look carefully at this. I 
mean, it would be a far-reaching change, and it could have signifi- 
cant effects on costs and other things. But, the longevity trends, 
and, as Dr. Rostker pointed out, the idea of sending home experi- 
enced acquisition or financial professionals or others, at that mat- 
ter, at ages 52 doesn’t make much sense. And so, I think it is defi- 
nitely worth looking at. 

Chairman McCain. Senator Reed. 

Senator Reed. Well, thank you very much, Mr. Chairman. 

And, gentlemen, thank you for your testimony. 

It strikes me — and it is a point Dr. Rostker made, but I think 
everyone echoed it — is that anything we do will have an effect 
about 20 years from now, when you work through the system, 
which begs the question. What will the military look like 20 years 
from now? — which leads another question. Who’s going to tell us 
what it should look like? And how do we get that information from 
the Department of Defense. 

Then, to go Dr. Chu’s point, this is right now very much frag- 
mented and culturally distinct. You know, the Army employed copi- 
ous numbers of warrant officers to fly helicopters in Vietnam be- 
cause they needed them. Today, we have drone operations, but they 
have to be Air Force culture, qualified pilots and in the career path 
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to move up in command squadrons of F-16s, et cetera. So, I think 
this just — I want — we’ll start with Dr. Chu and go down — com- 
ments about, How do we, the Congress, get the Department to 
focus on the force 20 years from now in a coherent way across all 
the different services and components of the services? 

And, Dr. Chu? 

Dr. Chu. My suggestion would be to ask the Department, in its 
annual presentation of the President’s budget request, to speak to 
why they chose the personnel mix and their cultural norms that 
are embodied in that document. So, I would start the conversation 
with. Where are you today? And why did you make those choices? 
And do you think those — and, to the Department, the challenge 
would be. Why do you think those choices are good for the — what 
the force is going to mature to look like in 5 years, 10 years, 15 
years, 20 years, et cetera? I would acknowledge, no one can foresee 
exactly what the force characteristics are going to be 20 years from 
now. And, in fact, I think where that conversation leads is encour- 
agement, particularly under current circumstances. So, it’s not like 
the Cold War, where you had known opponent and a view of how 
a conflict might unfold. We don’t know. And therefore, I think the 
real issue in looking forward is. Have — Has the Department offered 
for the Congress’ consideration, a reasonably rich set of hedging 
choices so that if we’re wrong, as we’re likely to be, as Secretary 
Gates has testified repeatedly, we have some backup plan, some 
foundation, particularly from a personnel perspective, which we 
can build? 

But, I’d start by challenging the Department to explain. How did 
you get this Active Duty figure? How did you decide the Reserve- 
component number? Is it something other than just history of what 
you did last year? What about Federal civilians? All right? That 
will set up a scramble in the Department, because civilian manning 
is largely a decentralized decision. There’ll be some preparation 
time needed for people to give you a reasonable answer. And what 
about the contractor force, which I think, as my colleagues this 
morning have testified, is largely a safety valve for the Depart- 
ment. So, you constrain Active Duty, you constrain Reserve num- 
bers, you constrain Federal civilians. What pops out, as long as 
people have money, is they hire contractors instead. 

Senator Reed. Dr. Rostker, please. 

Dr. Rostker. Well, I’d like to invoke the great American philoso- 
pher Yogi Berra. Yogi said, “The future ain’t want it used to be.” 
And I think that’s right. 

First, we need to put the “p” of planning back into PPP [Program 
Protection Plan]. We’re not doing that. We’re just programming. 

We have a good idea of what our capabilities will be, to a fair 
amount of the force, the majority of the force, because it’s tied up 
in our capital stock. So, the first thing we need to be able to do 
is man our squadrons and our aircraft carriers and our bomber 
force that we’re building. We know the mechanic needs, the pilot 
needs. Those projections are fairly straightforward. And when I 
talk about the experience profile. I’m talking about that. 

The unknown is the flexibility for dealing with ISIS [Islamic 
State of Iraq and Syria], the growth in Special Ops [Operations], 
and their flexibility is the most important thing. I once did a paper 
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for the Guggenheim Institute about thinking about the last — the 
next war. And I — and everybody else who did papers had very spe- 
cific notions about the next war. And I used the Yogi Berra quote. 

The thing that distinguishes the Defense Department is that we 
bet on a lot of horses. We didn’t close down the cavalry until we 
knew that tanks were — we have a long history in the Navy of bat- 
tleships and aircraft carriers fighting it out until we knew what 
was going on. And that redundancy in our services and within our 
service has proven to give us the flexibility to be able to adjust to 
the future. And flexibility is the key. 

Senator Reed. I have very little, if no, time. Dr. — Mr. Hale and 
Admiral Roughead. Any comments? 

Dr. Hale. No, I don’t have anything. 

Chairman McCain. Admiral? 

Admiral Roughead. I would take a little different tack. I think 
that the ability for the Department to reform itself — I question 
that. The most significant change that’s taken place in the U.S. 
military in the last 50-60 years was the creation of the All-Volun- 
teer Force. It’s not the technology or anything. It’s All-Volunteer 
Force. That was produced by the Gates Commission. Thomas Gates 
was an opponent of the All-Volunteer Force. He was the chairman 
of it. But, yet, it created the military we have today, which I sub- 
mit is one heck of a military. And so, I think what we really need 
to do is to bring the same flavor of people together to really look 
at this in its totality. And there’s going to have to be some china 
broken, and that normally does not happen within a bureaucracy. 

Senator Reed. Thank you very much. Admiral. 

Thank you, gentlemen. 

Chairman McCain. Senator Fischer. 

Senator Fischer. Thank you, Mr. Chairman. 

As we’re looking ahead 10, 15, 20 years, and trying to do this 
planning, and comparing it to where we were when Goldwater- 
Nichols reforms were put into place, how can we — carry on with 
this conversation — how can we achieve the flexibility without 
throwing out a lot of the reforms that were made under Goldwater- 
Nichols? If we look at joint duty, for example, and if that is needed 
in the future, if it’s appropriate in the future, or does it just add 
on to more headquarters staff? How — do we form the commission. 
Admiral, to get into the weeds on every reform that’s in there, and 
then figure out a way to be flexible? 

You had mentioned we need to change that “up and out” policy. 
And, Dr. Rostker, you had mentioned that the force must not be 
allowed to stagnate in place. But, yet, I think we’re going to need 
people to remain in place longer to achieve the skills that they 
need to give them the flexibility for the challenges that we face in 
the future. You know, you can look at cyber. A few of you men- 
tioned that. That’s going to take experts, it’s going to take people 
who can respond quickly to change as that environment changes. 

So, I would just ask your opinions on that, if we could start with 
you. Admiral. 

Admiral Roughead. Yes, ma’am. And I would say that, one, I 
don’t think a commission similar to the Gates Commission gets into 
the aegis. I think that they can generate the design of the total 
force that will be required going into the future. I — but, I also be- 
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lieve that — particularly in Goldwater-Nichols, that we’ve con- 
strained ourselves with some of the requirements that are there. 
By forcing the joint requirement down onto the major, lieutenant, 
commander level, what we have done is, we have basically said — 
sent the signal that staff duty is more important than honing your 
warfighting craft. 

We have also, by putting in the requirement that the service 
staffs can’t promote at a rate higher than the joint staff, we’ve 
disincentivized people from serving on service staffs, where we 
man, train, and equip, and where most of the money of the Depart- 
ment is spent. And so, we’ve lost that talent pool and experience 
and expertise. 

So, I think that, in Goldwater-Nichols, we can float that require- 
ment higher. But, it also, as I said, has to be done in conjunction 
with some of the other policies. The fact that we have may have 
a good cyberwarrior who is not a qualified joint officer, and allow 
that person to stay in the Navy longer, or in the military longer, 
that’s okay. So, I think we have to look at how all of these things 
work together. But, I think that we’ve forced the joint requirement 
down too low, and we have disincentivized some of other priorities 
that I think are going to be important for a fighting force of the 
future. 

Senator Fischer. Thank you. 

Mr. Hale? 

Dr. Hale. So, I’d like to ask that you broaden your thoughts on 
Goldwater-Nichols and think about whether we need something 
analogous to that for our civilian workforce. We are at the other 
extreme with regard to the civilians. That is, there’s not a lot of, 
often, moving around, especially at the senior levels. And I wonder 
if, as we think about Goldwater-Nichols, and fixing it for the mili- 
tary, we want to think about how we engender some more rota- 
tional experience among those who will ultimately be our civilian 
leaders. Maybe, as I say, we need some version of Goldwater-Nich- 
ols for civilians. 

Senator Fischer. Thank you. 

Dr. 

Dr. Rostker. The first would be to extend the career, so we can 
accommodate requirements like Goldwater-Nichols within the ca- 
reer structure. But, the notion of stagnation in place is not to imply 
that everyone needs to — that people need to advance. And in cer- 
tain technical areas, that might be fine to stay in relatively the 
same job, but it tends to be in a particular technical area. We are 
often told of the young officer who says, “Fm a great captain, and 
leave me to be a captain.” Well, he may be a great captain when 
he’s 30. I’m not sure he’ll be a great captain when he’s 40. Again, 
youth and vigor comes. So, he needs to either advance in his pro- 
fession or leave. It’s very hard to say to somebody who’s doing well, 
“You have to go home, because we’re worried about the next gen- 
eration.” We can’t do that in the civilian world. We don’t do that 
in the private sector. We must do that in the military. 

Senator Fischer. Dr. Chu. 

Dr. Chu. I’d urge we think about how we get the same outcomes 
that we like of our Goldwater-Nichols, but at a lower price, in 
terms of career content. The current — ^because I — as your question. 
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I think, implied, there are some good points to what has been pro- 
duced from Goldwater- Nichols. More joint orientation by the senior 
officer corps, specifically. But, our mechanism, as we all know, is 
an input-oriented one, ‘You will take this course, you will have this 
assignment for a certain length of time, and such is the way to get 
there,” which, of course, adds to the career content issue Dr. 
Rostker has raised. 

And so, just as a personal example, in my judgment, one of the 
most joint-oriented Army officers I encountered in my career in the 
Department was Jack Keane. General Keane would not qualify, 
under the rules. Until he was Deputy Commander of Joint Forces 
Command, he had never had a joint assignment. Of course, the 
issue is, you can’t look inside the person’s mind easily. But, I do 
think, if I may be presumptuous, that the confirmation power of 
the Senate is one tool to use. In other words, part of the examina- 
tion really ought to be, what is the outlook of this officer on joint 
matters, and how has he or she achieved that outlook? As opposed 
to prescribing so much how the person gets there. I recognize 
there’s the risk of confirmation conversion, as people have unkindly 
labeled some people’s stance over the years, but I do think that 
might be one small step to try to move away from the prescriptive 
approach we use now, that you will take certain courses, you will 
have certain experiences in order to achieve this orientation, and 
to ask, in some fashion, that both the Department and the Con- 
gress look at people more holistically. 

Senator Fischer. Thank you. 

Thank you, Mr. Chairman. 

Chairman McCain. Senator Manchin. 

Senator Manchin. Thank you, Mr. Chairman. 

And thank all of you. I appreciate very being here. 

It’s — someone coming from the civilian ranks and not being 
blessed enough to be in the military service, but now sitting back 
and watching this and trying to make sense of it, how we run the 
operations, is unbelievable. And it doesn’t make any sense that we 
talk about — now we’ve got sequestration, we’ve had budget caps, all 
the different things. And you would think that the system, the De- 
partment of Defense being our largest Department in Federal Gov- 
ernment, would be able to make adjustments and changes. But, it 
doesn’t seem to come unless there’s congressional mandates for 
that to happen. 

I can’t get a handle on the contractors. I’ve tried. I’ve been here 
for 5 years, and I’m trying to get a handle on the strength of con- 
tract. The contracting forces, which we should look at, because I 
know the reduction of force. And every time we run into budget 
problems, it’s always a reduction of the people that we depend to 
defend the country. And I know the size of the staff doesn’t seem 
to change proportionally, when we should be changing. Staff seems 
to be constant, if not growing. But, contractors is just an absolutely 
misnomer, here. We’ve had as high — I mean, our report — I know 
this is not accurate, but in 2014 it was showing 641,000 full-time- 
equivalent contractors at a cost of $131 billion. I can never get — 
I can’t get that answer. I don’t know why it’s so hard for the De- 
partment of Defense to be able to tell us how many contractors 
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we’re paying and kind of filling slots and substituting and playing 
a kind of a movement game, here. 

And maybe — Admiral Roughead, I know you’ve been on the front 
line of this thing, but give me some insight on this. 

Admiral RoUGHEAD. Well, thank you. Senator. And my observa- 
tions are exactly the same as yours, because there’s no structure 
that defines the particular work, position, person that applies to a 
contractor. We have that with our uniformed and our government 
civilians. And I think that, as we look at our headquarters struc- 
tures, that there should he an apportionment by billet, if you will, 
to use military speak, for those contractor positions that get done. 
Otherwise, what you find is that the money buys as many contrac- 
tors as it can afford. And so, I think we need to do that. 

I would also say that all contractors are not created equal. I 
mean, we have some 

Senator Manchin. Sure. 

Admiral Roughead. — contractors that are maintaining airplanes, 
and we’ve made the decision that that approach is best. 

Senator Manchin. Why can’t that scenario he accomplished? 
Does it have to be a direction from Congress, legislated? Or can De- 
partment of Defense do that? The accountability of contractors. 

Admiral Roughead. I would leave whether Department of De- 
fense can do that to some of my colleagues who have been in the 
Department, but 

Senator Manchin. Okay. 

Admiral Roughead. — ^but, I really do think that that would be 
one way to get our arms around that. 

Senator Manchin. Dr. Rostker, if you could comment on that. 
And, Mr. Hale, I’ll come right back to you. 

Dr. Rostker. The reason we have the contractors is because we 
don’t account for them. We buy service. It’s in the O&M [Oper- 
ations and Maintenance] budget. It’s just dollars. And it purely 
comes back to the Comptroller’s shop, in terms of controlling those 
contracts that are used to purchase the services of people. 

The Congress, it — has said we want to have a limit on the size 
of headquarters. We want to have a limit on the number of civil- 
ians. 

Senator Manchin. Yeah. 

Dr. Rostker. And then, the headquarters go out and hire con- 
tractors, and they sit behind the same desk that a civilian sat be- 
hind. I would suggest they have loyalties that are not necessarily 
in line with those of the government, like maintaining the contract. 
And so, we can go to the American people — you can go to the Amer- 
ican people and say, “We’re controlling government. We’ve limited 
the number of civilians.” 

Senator Manchin. Yeah. 

Dr. Rostker. But 

Senator Manchin. Mr. Hale. 

Dr. Rostker. — we haven’t. 

Dr. Hale. So, it’s harder than it — than you’ll think to count con- 
tractors. If you do a firm fixed-price contract — many of them are 
now — there is no responsibility on the part of the contractor to tell 
you how many people are doing it. They just have a job, they get 
the job done. 
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In response to congressional requirements, DOD is inserting 
clauses in many of its contracts, directing the contractor to esti- 
mate the number of full-time-equivalent people. But, it takes time, 
and that’s why you’re not seeing this data. 

The way to control it, in my view, is, you control military and 
Federal civilians by billets or by FTEs [Full-time Equivalents]. You 
control the contractors by limits on the operation-and- maintenance 
funding. And that allows the Department the flexibility to use firm 
fixed-price contracts, when they make sense and we want to have 
that. 

Senator Manchin. The hardest thing that I had — and I’ll finish 
up with this — the hardest that I had is that, basically, we had con- 
tractors of — fighting, basically, on the front lines. I know that peo- 
ple said that didn’t happen, but we — I know that happens. And I 
know that they’re hired, and they go in to force. They seem like — 
at 10 years, they come out of the military, they retire from the 
military and take a pay three to four times higher. That didn’t 
make any sense to me. You can’t justify that. You can’t sell it back 
home. And we keep talking about reduction of forces, and we’re 
coming back, paying three to four times more for the same person 
that we reduced — or reducted, and put them back into the private 
sector and on a contract. How do we stop — is there any way to stop 
that from happening? 

Dr. Chu? 

Dr. Chu. I think, ultimately, as my colleagues have implied, the 
contracts are a safety valve. And the real issue is what you’re ask- 
ing the Department to do. So, let’s take the headquarters issue. 
Without in any way being cheeky here, the office I formerly held, 
a major activity was answering congressional correspondence. 
Many of these letters were — required a significant research project. 
Someone had to do that work. If you place a limit on how many 
Federal civilians can be employed, the solution, as Dr. Rostker 
says, is the office uses the funds at its disposal to hire contractors 
to help with that task. 

So, I think the ultimate break on excessive contractor employ- 
ment, to the extent it is, indeed, excessive, is the issue of what the 
Department’s being asked to — what function it’s being asked to 
perform and perhaps the too- tight limits on the resource inputs it 
might more usefully employ for that purpose — Active Duty per- 
sonnel, I think, in the case in point that you were citing. You’re — 
you are going to get situations where people who leave the military 
will have a skill set that’s very valuable in the private sector, per- 
haps serving the Department of Defense. But, to me, that’s — that’s 
just a signal that there’s an excess demand for that skill and that 
we’ve suppressed meeting that demand with Federal civilians and 
Active Duty or Reserve-corn personnel, and it pops out in a con- 
tract. The contractor, eager to — service, as Mr. Hale said, offers a 
very significant salary to the — so, it’s the safety-valve issue and the 
question of the burdens of the Department and its business prac- 
tice, I think, that is ultimately the break on the situation that you 
are — that — with which you are concerned. 

Senator Manchin. Thank you very much. 

I’m sorry. 
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Dr. Hale. Can I just add, very briefly, one of the wartime prob- 
lems that you raised occurs because we place limits on the number 
of troops that can be in — and that causes the Department to turn 
to contractors. 

Senator Manchin. That doesn’t make any sense all, but I appre- 
ciate your answers. 

Chairman McCain. Senator Ernst. 

Senator Ernst. Thank you, Mr. Chair. 

And thank you, gentlemen, for being here today. 

Mr. — or. Dr. Rostker, if we could start with you, I know that you 
are well aware of the heavy deployment schedule that we have had 
over the past 14 years or so. Many members have mobilized, they 
have deployed, time after time after time, and we still continue to 
do that with a number of our SOCOM [Special Operations Com- 
mand] units, as well. What can we do for those that are in more 
of the — well. I’ve met a lot of Active Duty soldiers. Many of them 
have deployed over and over again. But, then we also have that 
group that seems to be in the type of unit that is maybe a training 
environment. They have spent a career in those types of positions 
where they haven’t deployed. How can we make sure that we are 
offering the same opportunities for everyone across the board? Be- 
cause, of course, when you look at promotions and advancements, 
we want to make sure that everybody has opportunity for that, 
even broadening and strategic-type assignments. What can we do 
about that to even the playing field? 

Dr. Rostker. Well, there is a — deployments are by units, obvi- 
ously, but also by skill sets. And so, there are certain skill sets that 
will not deploy. Generally, it has been to the advantage of 
servicemembers to deploy, because those considerations come into 
promotion boards and through the so-called “up or out” system. 
There are rewards. But, it will not necessarily fall evenly, depend- 
ing upon the particular occupations that people have. 

I think the broad question is also, what do we do for the 
servicemembers and their families for those who are deploying 
quite often? And this is really a unique and new problem for the 
Department of Defense. 

Senator Ernst. Yes. 

Dr. Rostker. We’ve never fought a war with this kind of rota- 
tion. And, as you say, the 14 years is the longest in our history. 
And we really do need to come to grips with what our services are, 
not only to the servicemember, but particularly to the family. 

Senator Ernst. We have such a heavy rotation of deployments 
with certain types of MOSs [Military Occupational Specialties] or 
occupational sMlls, and maybe not others, but we need to make 
sure that there is plenty of opportunity for everyone to take advan- 
tage of those types of positions. 

Admiral, of course, as we look at opportunities, there are a lot 
of different thoughts in this area, but I am a little bit concerned 
that the Department is really trying to mold our officers and even 
some of our senior NCOs [Non-Commissioned Offices] to aspire to 
be an intern at Facebook or Google. And those are great organiza- 
tions, but with these types of assignments, they’re lucrative, but we 
would rather see them being a platoon leader or a company com- 
mander or a first sergeant. And what impact will the Department’s 
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efforts to place a greater emphasis or priority on these nontradi- 
tional broadening assignments — what impact will that have, then, 
to our force readiness, to actually win that next war? 

Admiral ROUGHEAD. Yes, ma’am. Thank you for the question. 

Before I get to it. I’d like to just comment on the deployment 
piece. As 

Senator Ernst. Thank you. Please. 

Admiral RouGHEAD. As you know, the Navy has been deploying 
for centuries. And I think it’s important that, as we look to the fu- 
ture employment of the force, that the model that’s used take into 
account the types of deployments. And not everyone will be going, 
because — as Dr. Rostker said, because of specialties and other con- 
siderations. But, I think that the — that, you know, it took the Navy 
awhile to define the deployment and readiness models. And I think 
we have to look at that in that particular service. 

With regard to some of the fellowship opportunities that have 
been announced recently, my sense is that those are in very small 
numbers. And I do think that there may be some value in certain 
areas where people can go off, see how things are done differently 
than within the Department of Defense, and then come back in. 
But, again, I — ^you know, is this something that will stack on top 
of the joint requirement, the operational requirement, the edu- 
cational requirement? And so, my sense would be, you know, would 
that be something that you would consider as a joint credit and 
then someone who would come back in? 

Senator Ernst. And definitely something that we should keep an 
eye on. So 

Admiral ROUGHEAD. In limited numbers. 

Senator Ernst. In limited numbers, that’s absolutely correct. 
Thank you. Admiral. 

Thank you, Mr. Chair. 

Chairman McCain. Senator McCaskill. 

Senator McCaskill. Thank you, Mr. Chairman. 

Just to underline some of the concerns of my colleagues. Senator 
Manchin, on contractors. I have obviously spent a lot of time, as 
Mr. Hale knows, on this subject in the time I’ve been here. And one 
of the most surreal experiences was when I discovered, one day, 
that the person testifying in front of me about contracting had 
hired a contractor to prepare them for the hearing. And that’s 
when I realized, okay, this has gotten a little out of control. 

It’s not that contractors are bad. It’s not that contractors aren’t 
needed. As you indicated. Admiral Roughead, there are many 
places that we’re using contractors that it’s saving us money. 
They’re performing functions well at a lower cost. But, the problem 
is, there’s so little transparency that oversight is nearly impossible 
unless you have the tenacity of a bulldog that’s very, very rabid. 
And — because you can’t find them. You can’t — it’s amorphous. You 
can’t figure out whether the contracting activity is justified or 
whether it’s a safety valve. I mean, I think Dr. Chu just admitted 
they hired contractors to answer congressional letters. You know. 
I’m not sure that — we need to know this. We need to understand 
when contractors are being utilized. So, I think your idea for an au- 
thorization level on contractors is a valid one, and I would like to 
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see any response that any of you have for the record on that, going 
forward. 

[The information referred to follows:] 

Dr. Robert Hale. It is reasonable to consider a cap on contractors in the author- 
ization legislation. The cap should be in dollar terms since some contracts, especially 
fixed-price contracts, do not specify the number of contractors. Importantly, before 
establishing a cap, the Committee should discuss with the Department of Defense 
what data can be made available. A cap would only be meaningful if the Depart- 
ment can supply data that are consistent and accurate, both for use in setting the 
cap and in measuring compliance. 

More broadly, the Committee should consider changes that would reduce the use 
of contractors in cases where government employees (especially civilian employees) 
should he used. Contractors are sometimes employed because they can be put in 
place more quickly than government civilians. 0PM is working to speed up hiring, 
an effort that the Committee should support and monitor. Contractors are also 
sometimes used because, compared with a government civilian employee, a con- 
tractor can be terminated much more quickly. As I indicated in my testimony, DOD 
needs authority to terminate poorly performing government civilians more quickly 
while still preserving protections against misuse of the civil service. 

Admiral Roughead. Just to underline some of the concerns of my colleagues. Sen- 
ator Manchin on contractors. I have obviously spent a lot of time as Mr. Hill knows, 
on the subject from the time I have been here. And one of the most surreal experi- 
ences was when I discovered one day that the person testifying in front of me about 
contracting had hired a contractor to prepare them for the hearing. And that is 
when I realized okay, this has gotten a little out of control. It is not that contractors 
are bad. It is not the contractors aren’t needed as you indicated Admiral Roughead, 
they’re many places that were using contractors that it’s saving us money. They are 
performing functions well at a lower cost. But the problem is, there is so little trans- 
parency that oversight is nearly impossible unless you have the tenacity of a bulldog 
that’s very, very rabid. And because you cannot find them. You can’t — it’s amor- 
phous. You cannot figure out whether the contracting activity is justified or whether 
it’s a safety valve. I mean. Dr. Chu just admitted they hired contractors to answer 
congressional letters. I’m not sure that — we need to know this. We need to under- 
stand when contractors are being utilized. So I think your idea for an authorization 
level on contractors is a valid one and I would like to see any response that any 
of you have for the record on that going forward. 
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Senator Claire C. McCaskill 
SH-730 Hart Senate Office Building 
Washington. DC 20510- 250S 


Dear Senator McCaskill, 

During the December 2nd Senate Armed Services Committee hearing on DoD oersonnei reform, 
you asked my view on a statutory authorization for contractors. My presumption is you are interested 
in service contractors, as opposed to contractors who are producing physical articles. You expressed a 
concern with transparency, and i believe you are interested in whether such a practice would improve 
Congress' undcrstarrding of service contractor utilization. 

I do not believe It would My assumptlorr is that such an authorization would take the form of a 
ceiling, expressed as a "head count" of personnel, much (ike that for military personnel (undertaken, of 
course, for a different purpose). Such a ceiling would not provide informBtion about the nature of 
service contractor activities. 

Moreover, as you emphasized at the hearing, DoO engages a service contractor when the 
contractor offers better value than performing the function itself —either enhanced quality (which could 
include technical expertise not available In the govemment's ranks), or reduced cost, or greater agility of 
response (e.g.. for highly variable needs), or some combination of the three. Part of the improved 
toiuUon offered by the contractor can (le in a different mix of personnel, or a different pattern of 
personnel utilization (e.g., part-time staff). A statutory authorization (ceiling) could undercut the ability 
of contractors to "mix and match", to deliver the results envisaged by the contract arrangement. 

Worse, it could tilt the use of contractors Inappropriately toward more highly compensated personnel. 

Indeed, I think It's noteworthy that, with a few exceptions, Congress has generally proscribed 
DoO from using strength levels ("head count") to manage civilian personnel. Such direction recognizes 
that control should be exercised via budget allocations, not by prescribing Inputs, or limits on Inputs. 
What counts is the output (or outcome) produced, and the cost to the government of achieving the 
desired result. 

Moreover, as a practical matter some services rendered by contractors may be intertwined with 
the provision of physical articles (e g.. the CM! Reserve Air Fleet, or CRAF). Sorting out how this would 
be handled under any kind of statutory authorization (celling) on service contractors might only obscure 
understanding how DoO Is meeting its mission needs, rather than enhancirtg It. 
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A focus on ouicomes, as mIsslon-orJented budgeting attempts— rather than the object of 
expenditure struaure the United States has long used-wouid be more likely to achieve the 
transparency you seek. Such a budget presentation could attribute the costs of acquired services by 
source (e.g., government vs. contractor) to the missions they support. That, of course, could require 
new data systems, and time for their refinement, given it is so different from current practice. 

Sincerely, 


CC; Senator McCain; Senator Reed 
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l(K\fornmf> the American Military' OO'tcer Personnel Swsfani 
Aiitientium: Vtonghts on Conn'oetors 

oruemard D. Ri»slkcr ‘ 

The RAND Corporation' 

Before the Armed Sen ices Committee 
United States Senate 

Ma> 25. 2016 

I he subsequent questions and answers found in this document were received liom (he 
('ommittec for additional information folloxsing the hearing on Dcccmix*r 2. 201 5 and were 
submitted for the record 


S enittor McCttskill requested for the record that the witnesses who testified before the 
Senate Armed Services Committee at the hearing •Department of Defense Pcrsimnel 
Refonn and Strengthening the All-Volunteer Force” on December 2. 2015. comment on 
the need to understand when contractors ore being utilized and putting in place an authorization 
level on contractors. 

Let me lirst be clear about what kind orconiructors I um talking about, since there are many 
different types of contractors. Contractors do many things und have delivered goods and serv ices 
to the federal government since llie founding of the republic. I*hcrc is a class of contractors, 
however, that in recent times bus been hired simply to get around staflTng limitations that the 
Ofllce of Management and Budget (OMB) and Congress have placed upon lederal agencies, 
fhey arc doing work that iradiftonally lius been done by federal employees. Sometimes the 
conlracts that place such workers in the federal workplaces arc called personal scrv ice contracts, 
und the people so placed arc sometimes called “core” contract pcrsonrtcl. An example of 
regulations that allow this is Intelligeitce Community Directive (K'Dl hi 2. pul into place on 
Octi»her 10. 2009. I'his directive say.s. -core personnel will not engage in inhcrenil) 
governmental activities.** Il then lists a number of situations where departments and agencies of 
the 1C can “mlain and use core contract personnel,” which seem vciy appropriate. Hie list 


1 hc •>ptniom and conditsionv evprcwcd in Ith^ aa* Ihc nuUK>r' » uK'IK and vImhiIJ nn( bv interpreted us 

reprcicniiny thrvse of ihe RAND CorponitiiMt or any ol'ihe sponsors of its rc^rch. 

^ Hie KANI) CorrHH^tti«n is a research organizaiion it>nt desclopv 10 public pidic> clinikngcs to Ixlp mnkc 

cotiimiinitics Ihrouglioiii (he world vafer and more secure, hcaithier and mi>re prosperous. KAND is nonproHl. 
nonpanisim. and committed to the public iiuerest. 
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Includes: iiiiniediutc surge; disercle nonrecurring tasks; unique expertise: speeilled services: 
iransler ol'institulional knowledge: and support and administrative scrv ices, where tlic provision 
of such services hy contract personnel is dctemiined to be elTectivc orcfticienl. It also, however, 
independent of these situations, allow s the use of coniraci personnel ~tu perliimt work that would 
olherwi.se have been provided b> a I'niled States government civilian given sufficient 
resources." Clearly the sun'icienl resources implied here is not the budget to pay the employees, 
because contraclois must also be paid, but personnel autltorizcd by ihe OMli and/or Congiess. In 
other words. 1C agencies can hire contract personnel simply to gel around ceiling limitations 
without regard to a range of considerations, including cITieiency or elTecliveness. 

In iny judgment this is the problem Senator McCnskill is Tocusing on w hen she observed that 
~il is not that contractors are bad... there are many places that we're using coniraclors that it's 
saving us mottey . Hiey are performing fimelions well at a lower cost. Hut Ibe problem is. then: is 
so little transparency that oversight is nearly impossible." 

I hope I cun provide some of the missing transparency by helping to explain how pervasive 
Ihe problem is, how it came about, and what we might do to address it. fo this end. in 2U0X. I 
wrote a report. A Call to Revilaliie Ihe Engines of Onvernment, which dealt squarely witli this 
issue. While I have not updated die analysis. I believe that the conclusions are .still valid. 
Certainly, the concerns cxprcs.sed hy Senator McCaskill are Ihe same ones that motivated me to 
w rite the report. Accordingly. I ask that the report be included in llic record. (The report conuiins 
Ihe full citations for the remarks that follow ). 


How Did We Get Where We Are Today 

At least since the IdTOs. there has been a concerted effort u> reduce Ihe .si/e of Ihe federal 
government. Moreover, it has become fashionable to expound Ihe virtues of contracting, because 
many saw the govemmeni bureaucracy as inflexible and unresponsive. Cost was the easiest 
metric by which to rationalize a move to compelition and contracting, but it was by no means the 
only motiv ation. Policies developed during the Reagan udininisiralion (e.g.. Ihe 19X3 rewrite of 
OMB Circular A-76) and later during the administration of Geoigc W. Bush codified a 
preference for contracting over in-house activities. Lost in these initiatives was the long-standing 
prtihibilion that coniraclors should not perform work that is "inherently governmental." Prior to 
May 2003. A-76 defined ■'inherently govcrnniental" work us follows: "An inherently 
governmental activity is an activity that is so inlimntely related to the public interest ns to 
mandate performance by govemmeni personnel, fhese activities require the exercise of 
discretion in applying government authority and/or in making decisions for the government." 
rhe Bush administration's May 2003 revision added the word "substantial" before discretion, 
with .\-76 then reading. "An inherently governmental activ ity is an activity that is so intimately 
related to tlic public interest as to mandate |>erlbrmance by govemmeni personnel. I hese 
activities require Ihe exercise of subslontial discretion in apply ing government uulhorily und/or in 
making decisions for Ihe govemmeni." The key to Ihe 200.3 changes was to be "agency 
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<ivcrslghl.’' Vk hich the /Vcquisilion Advl.wr> Panef and ihc CiovenimeiU Accounialitlily OJTice 
(CrA<3/ ohcn round was lacking. As rccciuly as 2014. the GAO found ihat 

Within the 1C. core contract pcrsonrvel perfonn functions that could inlluencc (he 
direction and control of key aspects ofthe U.S. intelligence mission “ Our prior 
work and OMR policie.<i hu\ e underscoivd the importance of agencies hav ing 
guidance, strategics, and reliable data to inform decisions related to the appropriaie 
use of contractor personnel. Ruilding on longstanding 0MB policy. |lhe OOlcc of 
PcdcraJ Procurement Policy *'s| September 201 1 guidance requires agencies to 
develop internal proceduivs to identify and oversee contractors providing serx ices 
that closely suppiin inherently govemmentai functions. Yet. of Ihc agencies we 
reviewed, [the Ofllce of the Director of National Inielligence (ODNI)]. [the Ccmrul 
Intelligence Agency (CIA)j. |(he Department of Justice], [the Department of Hnerg> 
(DOH)]. and I'reasuiy have not liilly developed such procedures or established 
required lime frames for doing so. W' ilhoui these priKcdurcs in place. ODNI, (’lA. 
and the civilian 1C elements w ithin these three departmenLs risk not taking 
appropriate steps to manage and oversee contract personnel, purticuiarly those 
performing work Ihat could inllucnee government decision-making.’ 

The increased use of ctmiraclors over the lust sc'veral decades also came about because hiring 
a civilian employee into the federal government often Irustraies managers. In addition, 
limitations placed on the size of the federal work force by Congress and OMR in the form of 
‘’personnel ceilings.** or restrictions on tlic number of federal employees that may make up an 
ugenev’s headquarters staff, push managers to lake the path of least resistance, and eoniraciors 
W'ci'c seen a.s u source of manpow er that lhe> could otherw'Lse not hire. 

Miring conlracutrs is much easier, especially when it can be done without having to compete 
individual tasks where contractors are prcqualificd and lask.s can be added ro existing contracts. 
With money and a contract In hand, managers are able to give new tasks to an exi.sting contractor 
w iihoui competition. The contractor, unencumbered by having to compete ftM' the ta.sk or to meet 
employment standards, can supply workers in .short order, someiimc.s svlihln hours’*thougJ‘i 
usually at u substantial premium, by some accounts os large us 50 percent. Make no mistake 
about iL this is not new. It goes back decades, is well documented, and is not restricted to the 
Defease Depimmeni. In 1991. for example, G.\0 found the DOC. had increased the money ii 
spent on suppt>ri services Iw 56 )>crccni. IX)1* ol'flciuls told CAt) that “ihes did not ci>mpare 


Acguisilion Advisory Panel. Rep<»rt of llw Avttuistlitw Aih'iMry Pawl lo r/»e oj Paicruf Prttcutvmvnf Policy 
lUhi tlic t nitetJ Stute.\ Ctwatexs, Washineion, O.C.: OITlce of Kcdci-al Procurcinem Polity, 2007. 

** U.S. OovcniiHcnt Aceoimiahilily OfTwe. "Dcpafinrcnl orUomdnnd Security: Improved Assessment and Oversight 
Needed to Maiugc Risk orCoiursciing for Selected Services.*' in Rcfn^rt lo CMtf<reKsitnMt Reiiuinicrx. WMshingitin. 
D.C'.: U.S. Oovcnuncni Accouniabiliiy OfTtcc, 2t)07, 

^ timothy J. DiNoptdi. AikHlUwiI Actiunx Seatet! to Unftrtnv RcfHnHht^ m itod 

Utriht; •tfi'imlrmt Vcrsotuwi. CtAO*M-2t>4, liuited States General Accountuhiliiy Ofncc. January 
2014. pp.20-m 
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costs since they could not get addilionul siatTlo pcrlbmi the work in-hoase because ol' personnel 
cctltngs.*' 

Cost of Contracting 

At the December hearing. Senator McCaskitI observed, 'Ihcrc arc many places that wc’rv 
using contractors that it's saving us money. They arc performing functions well at a lower cost** 
Unronunatciy« as her statemctu implies, lliat is it not alw'ays true, particularly when it comes to 
personal service contracimg for core contract personnel. As early as |V9I, the GAO compared 
the costs of contractors and government employees of 1 2 contracts at DGE and found that 1 1 of 
the 12 contractors svea*, on average, 25 percent more costly.^ While cost comparisons raise many 
methodological issitcs.^ in 2007. the Mouse Permanent Select Committee on Intelligence found 
that, on average, a contractor costs almost twice as much a.s u government employee.** In 200S, 
iheOlTiccofthe Director of National Intelligence estimated that the cost of salary. heitefiis,as 
well as full lifecycle costs, including pension costs and health hcncfits, for government 
employees was 5125.000. compared w ith a pcr-capita cost per contractor of 5207.000 for direct 
labiir, not including ovcHiead. 

This, however, is not the whole story when it comes to personal service support .services. 
Contractors routinely bill the government for the supervision of contract workers and charge 
overhead for the operations of the coiUracior’s organization, even w hen the contract w orkers do 
their jobs in government facilities and sometimes have little direct contact w ith the firm that 
employs them.'^ All Uk) livqucniiy, the contract workers work behind the desk imcc occupied by 
a government employee, taking direction from a govenimenl superv isor. Anecdotally, some 
contract workers have never even been to their llrms’ facilities. At the Nava! Air Weapons 
Station China Lake, contractors are charged a fee for all the costs the installation incurs to 
support and housing them. This allows the base to generate the funds needed to maintain its 
facilities, since the public binds it receives are based on the number of guvemmeni employees 
working at China Lake. The contractors do not mind paying the la.\ since it is just another cost 
that is added to the contract. Given all ofthis, one has to ask: what is it Uiat the government 
really gets from the contractor that Justitles the cost diltcTcnccs between government employees 
and contract workers? 


* Uvvier Peach, fineigy Managcmeni; Usinx DOE Ernffittyvei Con MeJuiv CuM^ fur Same I'iufifntrt St-rxnwy 
WashiogUifi. D.C.. Uii. General AccuMnlingOnicc. GAO/RCMVg|.|K6. IVQI. p. 1 

* See L ('lainc liotchio. .Sfwn'/njc/Wfr.r M^tcUiK'vchi/ytwMs unJhutt^, Ctingresvitinal Ke«eim:h Sen tee. 
R4234I. Febniary 7,2012: and Thv htfeHijUifHv Cwummily ttrid th O.nf qf Cttnfruit*»!f CongrrMtHtuI (hvrstjtfn 
hfuvs, CVmgrcssiunal Rcwarch Service. R44I57. August Ift. 2015 

** I li'ine Select C ivnmiUec on intelligence. ’'Inlulligcnw Aulhon/iilion Ael fur f iscut Year 200K." Washingtttn. 
M.C.: U.S. lUnisc ol Kcprcscnlalivcs. 2007, p. 2tl. 

** Ronald Sanders "ODNI I ranscripl: C onfenmee Call on ihc Results of the Fiscal Year 2tin? U.S. Intelligence 
t tttniminily InvenUtry ofCorc t omraclor Personnel," Wtnlimglun. D.C.: ( JfTicc of the Director ofMalional 
Irticlligcnce, 20118. p, 8. 

"*1his was the case when Ihc author whs the Spccml Assisianl to the Deputy Secrctar)' ol IXMunsc forftulf War 
Illnesses and the majonty nf'ittii stalT were comraciurs. 
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Remedial Action 

Tit date. rcmcOiul action has been timid uml docs not .iddrcss either the i'lindamcnial uiuscs 
ol'tM’ the needed changes to contracting. There have been moves to convert contract lunctiwts to 
in'lu)usc Tiinctfons where appropriate, hut ilte same t'oaes that cau.se the problem in the tirst 
place gencmlly irustrulc cllbrts. In the U.S. Merit Systems Pnueciion Hoard suggested a 
nuinlxM* of ways to addre.vs the contracting pix^blcm and improve the hiring process, us noted;" 

• IHiminate the use ofpersonnel ceilings at iuiy organi/.atj(mal level as a mams to control 
cost. The contracting for support sen ices must be on a cosl'ericctiveness basis, with due 
regard to the restrictions on tnMh “inherentlv govemmentaT* work and personal services 
contracting. 

• Implement ’'Manage to PavTiill.” Managers at the lowest practical levels ornnmagemem 
wcrcallocuted a payroll amount for the llscai year and. within (he limits of titese 
alkKations. were made responsible lor determining the number and class! lication of the 
posiiioas they needed to perform their operations. 

• Improve the anractivene-ss of government jobs for new entrants to the lahi»r market. 

• Adequately resource a streamlined and elTcelivc government hiring process. 

• Sustain commitments and funding for the training and career development of civilian 
personnel analogous to ilvat prov ided to miliian personnel. 

• Train ami hold federal managers responsible to manage and u.sc the flcxlhilitics provided 
by the various federal personnel systems. 

• Develop a transition program to ensure the continuitv of work during 'imsourcing.'* 

• Kliminate the blended workforce. Prohibit support contracts that simply put coniructtK* 
personnel at de.sks previously occupied by government workers, or at new desks Ivecause 
of arbitrary personnel cciling.s. 

• Implement the pruv isions of A'76 that restrict outsourcing to functions that are not 
’inhercntl)' govcnimcnial.“ 

Absent from the above list is any suggestion of imposing a ceiling on coniruciors. which 
would furiher tie the hands of lederal managers in their elTorts to accomplish ihcir work. In my 
view, to correct this problem, the government must elimiiiute the statutorily set personnel 
ceilings, determine the proper mix and appropriate rules of cimtnictors and government 
employees, and ensure that it can recruit, train, develop, and retain a skilled and qualilled 
workforce. There needs to be a clear understanding of what should and should not he contracted 
out. especially when it comes to service contracts. 11ie historic prohibition on contracting for 
personal services, which ha.s most recently been interpaMcd in the most lenient way. need.s to be 
tightened up and strictly mlhcred to. Tliea* needs lu he u clear understanding that the government 
diK's not contract out jobs, but ratiicr futictions- - functions that can be measured and for w hich 
the government cun a.sscss the quality of the work performed by a conuactor iutd the cost it Is 
being chtuged. Hiii make no inTsiake about it. even with the elimination of cci1ing.s. bringing 
essential government work in-house and providing oversight for appropriate!) contracted-out 
work will not be easy. 


" Irdin ('.riiin, ’’Tnking Aim ai Federal I tiring.** Aim'a tj/ VArr;/. July 20(]K. 
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Summary 

Ai Uiis point in U.S. hi5ior>, il is panieulaiK imponain that the govcTninem adilnsts ihe use 
of conlrocUirs lo accomplish Ihe nation's business. 1 estimonv beliwe Congress siiggesls Ihul 
curreni practices arc not cosl-cHeciivc. as suggested by the comparisons ofcosls of government 
employees and contract MOiiers. as vsell as Ihe number of firms that Ihe government is taking 
legal action against. I here needs lo be a clear understanding of when il is uj'iproprialc lo contract 
functions (never individual joKs) and Ihe oversight iluii the government must provide. I'hc 
government should strictly adhere to the concept of "inherently governmental" and the 
prohibition on personal services conlraeling. Contract persirnttcl must never be pul in a position 
w here there is any semblance of a conlliel of interest. I'hc inietesls ofa eonlnielor are ullimatclv 
private gain, and do not necessarily align with llte interests of the government. lo think 
otherwise is to invite problems. 

Converting positions from contractors back lo the govcmineni will not be easy and will run 
counter lo the canard that measures live eineienev of government by llte numbe-r of people It 
employs. Not counting Ihe hordes of service eontraelors engaged by the goventment |rainl.s a 
misleading narritlivc of smaller government. Clearly . ihere are iltings lhal should be contracted 
and lhal the government need not and should not undertake, bul the unreltercd use of eonlniclors 
has skyrockelevi and must he brought under control. 
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Preface 


The mereased role that contractors play in support of the federal government has tx*come the 
subject of numerous reports by the U5. Government Acxountability Ofice (GAO), and Con- 
gress has taken note. Section 324ofl’ubIicLawllO-181,the National Detense Authorization 
Act for Fiscal Year 200b, promulgates ’'Guidelines on In-Sourcing New and Contracted Out 
Functions" that would start to rectify the current situation. This paprer provides a comprehen- 
sive review of the issues raised by the GAO and Congress and suggests corrective action. It 
incorporates data presented by the Under Secretary of Defense for Personnel and Readiness at 
the annual meeting of the Western Economics Association in Juiy 2tX)8. 

This research waswnducted within the Forcesand Rt*sources Policy Center of the R A N D 
National Defense Research lnstitute,a federally funded researchanddevelopmentcenterspon- 
sored by theOfi ceof the Secretary of Defense, the Joint Stafi, the Unified Combatant Com- 
mands, the Department of the Navy, the Marine Corps, the defense agencies, and the defense 
Intelligence Community. 

For questions about this document, please contact the author, demard Rostker, at 
roslkerta'rand.org. 

For more information on RAND’s Fortes and Resources Center, contact the Director, 
James Hosek. He can be reached by e-mail atJaroes.Hosek®’rand.org;by phone at 31 0-393- 
041 1, extension 7183; or by mail at the R A ND Corporation, 1776 Main Street, P.O. Box 
2138, Santa Monica, California 90407-2138. More information about RAND is available at 
www.rand.org. 
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A Call to Revitalize the Engines of Government 

by Bernard Rostker' 


Wc face an unparalleled aisis in the federal government's abilit)' to do the nation's business. 
Decades of neglect and outright hostility toward the federal civil service by both political par- 
tic's, together with the coming loss of experienced people due to an unprecedented number ot 
retirements, will exacerbate problems that the U.S. Government Accountability Oflce (GAO) 
has been highlighting for years. While former GAO Comptroller General David Walker called 
on the Uij. Department of Dcfen.se (DoD)' to "reexamine its extensive reliance on contrac- 
tors" (Walker, 2008), the fact is that the government's ability to provide appropriate oversight 
of contracts has already reached an alarmingly low level, one that will diminish even further 
with an unprexedented number of retirements over the next few years. Headiines in the Wash- 
infiUm Pisf such as "Pentagon Auditors Press-ured to FavorContractors" (Hcxlgpeth, 2008) 
highlight both the political pressure that favors privatization of government functions and die 
poor state ol government supervision of ointractors. In reporting on the exmviefion ol theSci- 
ena‘ Applications International Corporation, a multibillion-dollar provider of services to the 
federal government, for "making dozens of false and fraudulent claims for paymenfs relating 
to the Nuclear Regulatory Commi.ssion (NRC) work." the Pest noted that "organizational 
conflicts of interest area disease that a decadeago were rare and now in Washington are an 
epidemic" (O'Harrow, 2008). 

The current situation is the result of a number of factors. Altliough each of tliese (actors 
is by itself benign, together they have resulted in a most unfortunate and dangerous situation. 
This paper rev ievi’s these factors and the current situation, and outlines actions that can be 
taken to revitalize thegovemment'sability todo the nation'sbusiness. 


Factors Contributing to the Current Crisis 

Since the IVTDs, partly asaresult of the lossofconfldcTiceingovemmentaftc'r the Watergate 
scandal, antigovemment sentiments have been in vogue. Once seen as the grantor of a level 
playing field, the last quarter century has seen a steady increase in the role that the tree market 
plays in our national life. President Ronald Reagan summed up the tenor ot tJic times when, 
in his first inaugural address, he said, "government is not the solution to our problem; govern- 
ment is the problem" (Reagan, ISSl). Starting with the Carter administration and its exten- 


• ThevK'w»cx}Sc»stlnthi»pAevr«ivllwAullniT'*miadun'Shnv«xAnh rclU‘c1llR*'<oot(he8A,XOOt(iwfffhiiiifsiW 
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■live den.'giil.’ition of Ihc oil. airline, aret (rucking industries, those that favor the "free market" 
became the dominant force in American economic and political thinking. In many ways, the 
Clinton administration of the ISdOs effected mote the thinking of Reagan Republicans than 
the traditional policies of the Democratic Party (Krugman, 1994). 

The "attack" on government has taken a number of paths, including extensive deregula- 
tion of tile ffnandal services industry, calls (or a less progressive tax system and even a tfat tax, 
and inca'a.sed demands to privatue the pnivision of services traditionally provided by govern- 
ment. Reduction in the number of federal government employees became a measure of merit 
for both political parlies' administrations; to this end, federal .tdminisiralors increasingly sub- 
stituted contract personnel for government personnel, not only in the production of seix'iccs, 
but in the veiy administration of the government itself. 

ITiis paper reviews these trends and suggests a course ol action to correct the excesses 
that have resulted in the current situation. As a new administration prepares to lake over in 
Washington, the issue discus.sed in this paper will have to be faced squaidy. Ihe old canard of 
reporting a reduction in the federal payroll while ignoring Ihe increase in contractors and Ihc 
cost of doing business must be addressed. The next president must be honest with tire Ameri- 
can people that ilis not thenumbor of government employees, butratherthe off ciencyand 
effectiveness o( government that really matters. 

A Reduced Federal Workforce 

Efforts to rcxluix* the size of Ihe government, as shown in l igure 1, have unbalanced Ihe work- 
force. The post-Cold War re-sizing of Ihe Defense Department, tor example, not only reduced 
the numberof military personnel, butalso had a pmfound effect on the.sizeof the civilian 
workforce. The drawdown after Ihc fall of the Soviet Unkin led to a sharp curtailment of hiring 
new DoD civilian employees. As a result, the number of new hires in Ihe early 1990s was quite 
small, and theaverageage of incumbent DoD civilians became older. The small numberof 
new hires meant that, from an overall organizational level, new cadres of DoD civil servants 


Rgure 1 

DoD and NoivDoD Employment Trends: 1962-2007 



SOURCE. U-S The fact Book Fedefol CMliai* Wotkforce StdUHU. 1999 
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were notbeingdevcloped. Since 1999, themimbcTofciviliansemployed at Iho Department 
of Defense has been mlatively stable, but the demands on that u'uiiforce have increased as a 
result of the Global War on Tenor and two active military confficls in Iraq and Afghanistan. 
Contractiirshave largely fflled this gap. 

Preference for Contracting 

Since the Carteradministration, it has been fashionable to cxpinind the virtues of wntract- 
ing. because many saw the government bureauiTac)' as inffexibleand unresponsive. Cost was 
theeasiesl metric by which to rationalize a move tocompetition and contracting, but it was 
by no means the only motivation. Policies developed during the Reagan administration (o.g., 
the l983rewritcofOMB(Off ceofManagementandBudget|Circu]arA'76Pand during the 
administration of Ca'orge W, Bush (eg., the President's .Management Agenda (OMB,2002|) 
codiffedapreferenceforconlraclingoverin-hi)useaclivilies.‘ 

The Bush administration's Pa'stdent's Management Agenda idenliffes "competitive 
sourcing"'as one of its ffve "government-wide initiatives" (OMB, 2002, p. 17). It is the policy 
of the Bush administration to "achieve eff dent and effective competition between public and 
private sources ... to better publidze the activities subject to competition and to ensure senior 
level agency attention to the promotion of competition" (OMB, 2002, p. 17). ToaccomplLsh 
this, the administration developed "specific performance plans to meet . . . goals of completing 
public-private tn direct conversion competitk»n on not less than ffve percent of the full-time 
equivalent empluytfes" (O.MB, 2002, p. 18). The Pa^dent's Management Agenda for competi- 
tivesoun:ing,placesanewemphasi5onsclectionofthebestserviceprovider,publicorprivato. 


' thotooHiif CircuUr AvAcjn mth^turmvr lltiKsiu 55-4 (Ksuisi j,inu«rv tS, CfiS), 

which sutciltluttheifdcrilsm’emmpntwnald'tKHsUirt or cAnvon4ityrp(nmera4lArtivltV'’'(luittM'pnvAt('ivciitrcniiM 
iK». R«*vrtKin6 have hmi ma<k* peritHlioilly ever iincr. The pidky ttrM AppcAfcd inib turrent " A*7S" h*rm tm MAtch 3. 1966. 
II hA? l*cw ch«n]$ed hnif h<pe« in 1967. and 20U3. In )979. • 'SupplefnenWl Handht^nk." which ^pelb i*ul the 

cMniplevdeldlK«naindudln|{nMnpethM>k. •vastwui'd- The luiiJb«<iikdlvfh4wb(vn revised lhrveUmi»(ffrs(ln19tn,(hcn 
In l<)QbdnddxAinln 19991, and tvLs been obandtmed wlihiheoirreniOMUCIrcuUr AJk which waspubllUi^ M«\ 29, 
2003. 

^ 1 1w cunfireesHiiullv nundaled Acipibition AdviHW Panel described this chanjjie in thi^ recnil report < AcriiiuilKm 
AdviiATy Panel. 2U(17.p.414); 

nw|Ukt Allyyv«n|und»i Ui4h|MaiiitdlfMrnu^ihvtelw«e«Mi| .ijiiiAwl IrAnsA'nnivbtei tnpubUt;«itiiilnf«lt4ti«inlni<n 
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»«peTfi«rni cw ' gn werriwntar lAtiMHc*. arxi thv«chkvein«ni<y pubHc^l»lia*ly«n‘icn*iTn9MMviby f mbol Male, 
mefl.eienilt.lvilvA.len Mims Thn A-wiupnHni piwinieJ etliiiHety m iheelfiitly oKvdeml pn w Tf m itni wH 

nHain llwdpwilv ltiMipvfvi«rwia«valveWUir w«*r6trf(tN'i(itwrmni.|>l. whether stub w»rltKperli«fTnntbvc«>nlf3iLlQr< 
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«»ih»)i<w«mfrKnMlu»Riown.MiMWon<unKaLUirshM«lHiincrv»ed rooornpoundrtwtlwilhnHe.nidiivsiierwiethavt^ 
tven unaNc (o teauil mkI r«Uin an «Jo<pf Me number of «Vjnrd protnuonaU tn be able to dr* the oemplcx iypv* vf wort. 

NmI erewNv pAit tV (heir mivsuiin. 
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pertormed bv CH«l>a> diam urcviitnuiors 
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as delermined thmugh aimpetirion (U.S. Army IMCOM Installation Management Com- 
mand, 2008). 

Defining 'Inherently Governmental" Work 

However, the competitive sourcing initiative makes no reference to a central feature of the A-76 
prixress, namely its lung-standing pnihibitiim that cimtrachirs should not perhirm work that 
is "inherently govemmcmtal” Prior to the Bush admincstration's May 2003 reviskin, A-76 had 
deffiied “inherently governmental" wotk as follows: 

An mherentlv governmental activity is an activity that is so intimately related to the public 
interest as to mandate perlormance by government personnel The'se activities requite the 
exereise of discretion in applying govern meni authority and/or in making decisions for the 
government. (Daniels, 2(103) 

The May 2003 modifficationaddckl the word "substantial" before discretion, A-76 now reads, 
"An inherently governmental activity is an activity that is so intimately related to the public 
interest as to mandate performance by government personnel. These activities require the exer- 
cise of substantial discretiem in applying government authority and/or in making deciskms for 
the government" (Daniels, 2003). This change, which was opposed by the American Federation 
of&ivcmmentF.mployees, AFl.-CIO(see Simon, 2003), reduced theimpact of the provisiem 
by allowing outsourcing of many activities that were previously cimsidered "mlrerently gov- 
ernmental." The key to the 2003 changes was to be "agency oversight," which the Accjuisition 
Advisory Paneland theGAOfound was lacking." 

The administration’s actions were based on the presumption that "incTeased competi- 
tion consistently generates signiftranl savings and noticeable peutormance impmvemenis" 
(0MB, 2002, p, 18). Ihe GAO found, however, that early studies that showed thebencffitsnf 
outsourcing select government jobs have been extrapolated way beyond the original studied 
contracts. Projcxrtcxl savings have never materialized, as lessons from these early studies have 
been extended inappniprialely into new area.s, especially into Ihe area of support services, with 
unexpected results. For example, Ihe GAO notes, "while the 1995 Commission on Roles and 
Missions pmjcvted savings of 20 percent from outsourcing," such savings have not material- 
ized (Walker, 2(X)8, p. 27). In fact, when public activities were allowed to compete under A-76, 
they won about half the competitions. (The GAO also quc'stioned the Defense Science Board's 
projections of $30 billion in annual savings from privatizing | Walker 2(X)8, p. 29|). 


" In rc'vivwmi: aclmllrt xt llw LVpxilnwnI ol I tonwixml Seclinly, ttic UACl SmntI Ihxl 
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11)e importana* o< the A-76 competition is not, as some have contendect. that the private 
sector can do things more eficiently than the government, but that the competition itself often 
frees government employees from rigid ways of doing business and opens neev avenues for 
innovation. Transferring work to tlie private sector without regard to the outcome ot the A-76 
competition is antithebcal to the very purpose ot die compebbon. RaUier than saving money, 
which was the original basis for outsourcing and competitive sourcing, it ap^ieais that, at least 
in the area ols-upport services, the current course is cosbng the taxpayers more money. 

Ease of Contracting 

Hiring a civilian cmploj ce into the federal government often frustratc's managers. The U5. 
Merit Systems Proteebon Board (MSPB) has idenbfied four challenges for the federal gov- 
ernment in hiring civilians: "the length and complexity of the hiring pnwess, the Govern- 
ment's ability to market Its jobs to attract high-quality applicants, the abilit)' of Government 
assessments todistinguish the mostquallbed candidates, and the capacity of human resource 
(HR) stabs and supen isors to adequately carry out Federal hiring programs" (Crum, 2008). 
rhe MSPB fcnind thathiringcom monly can lake as longasHve months, with the decentral- 
ized system adding to the complexity rather than simplifj'ing the pnicess. Limitabons placed 
by Congress and OMB - largely in the form of "personnel ablings," ie., restrictions on the 
number of employees that may make up an agency's headquarters stab —push managers to 
take the path of least resistance. Hiring ambactors is much easier, especially when it can be 
done on a sole-source basis. With money and a contract in hand, managers are able to give 
new tasks to an exisbng contractor without aimpebbon. The contractor, unencumbered by 
having to compete for the task orto meet employment standards, canstipply a qualibed worker 
in short order, somebmes within hours-though usually at a substanbal premium, by some 
accounlsaslargeas50percenl.Theresullingso<alled "blended workiorce" -eomprisingboth 
government and private emplojees-is pmblematic. 

In axent years, outsourcing has bearme easier, with agencies skirting the provisions of 
A-76, as "most of the growth in service contracting has occurred outside of the A-76 process" 
(Walker, 2IKI8, p. 5). The lack nf compebibon of current prac-bces has not bc*cn liist on the 
Congress. The Senate Government Abairs Committee found that through the use of task order 
contracts.' with their "broad categories of ill-debned services," compeiibon has “unneccssanly 
diminished" (Acquisition Advisory Panel, 2007, p. 29). 

In the world of support servicus, the problem is ncpt the debnitionsused in the A-76 pro- 
cess. While the A-76 competition prrxuss pnwides a certain rigor, the fact is tlut in bscal year 
2004 nearly onc-third of the government's contracting dollars obligated was awarded without 
compebbon.' The problem of contracting tor support services, however, is not new. As early as 
1991 the GAO noted that tire U.S. Department of Energy (DOE) had increased the money it 
spent 1*1 support services by 56 percent, and the GAO told Congress that "guidance da’s not 
call for cost cumparisons when contracting tor services mxsded to fulfill new agcnc 7 require- 
mentsorwhen federal perbirmanccisnotcunsidea’d feasible" (Peach, 1991, p.t).DOEob - 


^ AdcXorawointfact. also klK»vniic.«iimlvlinMc(iwinUtyaMUfacl.flll(Wvclhvg('vCTnnws«Mi<Mlaanc’vta«K loan 
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ciflls (old the GAO that “(he)' did not tompare costs since they could not get additional stafi to 
pcrfonn the work in-house because of personnel ceilings " (Peach, 1991, p. 6). 

But Contractors Can Actually Cost More 

llie GAO found that contracting outside of A-75 can actually cost the government mtire than 
doing the work in-house. In 1991, tlie GAO compared the costs of contradors and government 
employeesof 12con tractsatlXlEand found that 1 1 of the 12con tractors were,onaveragu,25 
percent more costly (I’each, 1991, p. 2). In 2007, the House Select Committee on Intelligence 
made a similar cost comparison fur the intelligence communih' and found that, on average, a 
contractor costs almost twice as much as a government employee (House 5ielc>ct Committee on 
lnlclligc'ncc,2007,p.28). ln2(X)8, theOfi ceof the DirectorofNaticnial Intelligence reported 
tliat the cost of "salary, benefits, as well as full lifecycle costs; . . . lincluding] ptmsion costs and 
health benefits" (Sanders, 200ft, p, 8) for govemmen t employees was $1 25,000. It a Iso found 
that "per-capila atst per contractor was $207,000 |(or| direct labor, |this| does not include over- 
head" (Sanders, 2008, p. 8). 

Understanding why c-ontract labor costs more is key to correcting the current situa- 
tion. Often the difierence in the cost of a government employeeand a contract worker is lU’t 
reflected in the pay the workers actua lly receive. Typically, support contracts are not "cost plus 
fixed fee contracts," but arc MOBI5 contracts." Under this type of contract, when the govern- 
ment replaces a government employee with a contract worker, it has no assu ranee that it is 
getting a qualific-d person or that it is not overpaying for the services of the worker the contrac- 
tor assigns. Contractors c'stablish labor rales for broad caleguries that carry ambiguous Htlcs, 
such as "Principal .Management Consultant.""’ The standards (or the "Principal Management 
Consultant 111," for example, are so general (e.g, "Generally requiiesa business-related masters 
dc*grce and 6 years of relevant experience") that a very wide range of peoplecan be assigned to 
that category. The payment the contrador will receive is very spcsrific, however; according to 
one contractor on the GSA MOBlSschcdule, it would be $37.T,(X10 per year. Moreover, the 
govemmentischargedthelaborratcregardlessoftheactualpayaworkerreceives. fhegovem- 
ment does not compare the actual pay of the assigned contract worker with the labor rate it is 
being charged. As a result, contractors have an incentive to assign workers who actuafly earn 
less than the rate they charge the government. 

Con tractors also charge the government for the supervision of contract workers and over- 
head for the operations of the contractor' s organiaation, even when the contract workers do 
their jobs in government facilities and sometimes have little direct contact witli the firm that 
employs them All loo frequently, the contract workers work behind the disk once occupied 
bv a government employee, taking direction from a government supervisor. Ancvdotally, some 
contract workers have never even been to their firm’s facilities At the Naval Air Weapons Sla- 
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lion Chin# Uko, ttw base even charges contractors a fee for a II the costs it incurs from housing 
amtractors. While this allows the base to gemtate the funds needed to maintain its facilities, 
sincv basing it on the population of government employees would undercount the number of 
peopleactually working on the base, it is just aniglieroist that is added tothe con tract. One 
has to ask: What is it Hut the government really gets from the contractor that justifies the aist 
difiercnces between government employees and contract workers? 

Faulty Rational tor a "Blended Worictorce" 

While some exalt the benefits of the blended workforce (Thompson and Mastracci, 2(X)nj, 
others are concerned about the loss of in-house expertise (Senate Approprialkms Commit- 
tee, 2tX)8, p. 14), lackuf ethical standards for con tractors, and the "pirating' of government 
emplo)'ees by contractors (Negioponte, 2(XI6). In a blended workforce, the lines of authority' 
are often confused, with cvmtractois not only supervising otlier ciaitraclurs but contractors 
even supenlsing government employees. Today, many cnnfiicl-ol-inlcresl rcquiremenl.s apply 
only to federal employees, fhe Wuslimglnn Post reports there are "more than 90(1 cases alleging 
that government contractorsand drug makers havedefrauded taxpayers out of billions of dol- 
lars' (Johnson. 2008) pending at the Justice Department. 

Theblended w rirldorce undermines Ihevery fabric of the federal workhirce. Although the 
congressionally mandated Commercial Activities Panel recommended that federal sourcing 
policies and practices "be consistent with human capital practices designed to attract, moti- 
vate, retain, and reward a high-performing federal workforce" (Walki*r, 2002, p. 46). this has 
|K)| happened. Fhereis an inherent ainfiid between the Bushadministralion’shuman capital 
goals and Its competitive sourcing policies. Opportunity fur professional challenge and career 
advancement wilhiir the fecieral civilian workforce has been diminished by the large increase 
in contracted work. This may be demotivating to civilians and dtscourag'mg to potential civil- 
ian new hires. 

Competition in the private sector is supposed to produce incentives for efi cient produc- 
tiun. technological innovation resulting in new and improved pmducts, and the reallocation 
of resources to their mast pniductive use. Using amtract workers simply to overcome limib 
placed byarbitrary personnel ceilings dcK'snoneof these things. 

Managing the Increased Workload After gtll 

The increased demands places! on the govenuncml after VI 1 have almixst entirely been met 
by contracting, not only for the needl'd grxtds and services, but also to perform inherently 
governmental functions. For example, the former Director of National Intelligence recently 
complained, 

increasingly, the Intc'lligence Community finds itself in compefition with its contractors 
tor our own emplovees. Confronted bv arbitrary .stati ng ceiilngs and uncertain funding 
components are left with no choice but to u.se amtractors for work that may be border- 
line 'inherently governmental' -only to find that to do that work, those same amtractors 
recruit our own einplovees, already cleared and trained at gos'emitienl expense, and tlien 
'lease' them hack to us at considerably greater expense. (Negrorxxite, 211116, p. b| 
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Figure 2 

OoDTolel Budget arvd Personnel Costs. Th«n*YesrOol tars 



SOURCE-ChtianilEaoM. 300M 


Figured 

DoO Total Budget and Per sonnol Costs, 2007 Constant Dollars 





I 

I 



The increase in workUwd, especially a! the Department of Defense, is reflected in the 
following charts prepared by the Ofla* of the Under Secretary of Defense for Personnel and 
Readiness. 

Figure2shows the sha rp (iptiim tn expenses that started at the end of the Clinton ad min* 
istratUmandacceleraiedaftermilitaryoperaiionsstarted inAfghanistanand Iraq.Theincreasc 
in the cost of military personnel reflects higher wages, health costs, enlistment and reenlistment 
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Figure 4 

Defense Spending as a Percentage of DoO'a Total Budget 



SOUNCC' Chu •nOiMWt, iOOS 

NOTC AOTBE • reftcarch, development, lefttlng, jnd evaitiation; tOA • Total OMpatlon Authority. 


bonu.scs,and aftivt'-dulypay (orroservcptisonncl. Incniitra.'^l, Ihccharlshowsthcdi'crcaseiii 
thesi/c of the active-duty military. Tlielargcst increases arv in ihcciKl of contractor serviers. 

Figure 3 shows this same picture in constant 2007 dollars. Here again, the la rgest increases 
arc in contractor seniccs, V iewed this way, the largest increases have been for military person- 
nel and contractors. The cost of DoD civilians has been relatively constant since the late l%0s, 
even though the iiKreasingly while-collar nature of the workforce alone should luve resulted 
in higher costs. 

Figure4shows that, while the share of personnelcosts of the DoD total budget havegniwn 
overtime— from a lowof 50 percent during the Reagan buildup (ie, signiffcanlestraordinary 
capital expenses) to over 68 peraml during the post-Cold War drawdown (i.c., reduced capital 
in vestment)— today it is about where it was in 1%7, before the Iransilion U> an all-volunteer 
force, t-fowever, inconlrastto 1967, the biggestdiffcrenceisthe growth in the cost of support 
contractors. The shares spent on civilian personnel and military perwmnci have dropped, but 
the pnrportion spent on support contraclorsliasincreased. 

The Department of Defense estimates that in 1967 contractors made up 1 1 percent of 
the total force. In 2007 they made up 23 percent of the total force, even though the absolute 
number of the total force has held relatively constant. In 2007, contractors accounted for .\5 
percent of personnel costs, as compared with 24 percent in 1%7. Hie pnipottion of costs for 
Reserves is the only olhtT manpower segment Ihiil saw an increase over 1967, from 3 percent 
III 6 percent (Chu and Fanes, 2008, p. 13). 

Over the last decade, government contracting lor services has gntwn sharply, such that, 
in 2006, ''piix.-urement spending on services accounted for more than 60 percent of total 
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RgureS 

Overall ProcurementTrenda 



SOUAC€; Cbu and (anes. 200A 

NOTE : ROT&E « rmearch. davelopmcnt. and evatuatron 

MWO*)*) ( 


pnxurement dollars in the federal government. In FY 2005, DoD obligated more than $141 
billion on service contracts, a 72 percent increase since FY 1999" (Acquisition Advisrrry Panel 
2007, p. 3). The largest service contract category is "protessional administrative and support 
services." In FY 2006, the Department of Dcfcrise spent over $32 billion in this category alone 
(Giu and Fanes, 2008, p. 14). 

The growth in the services category rebtive to other contracts over time is shown in 
Figure 5. This growth has been largely outside die A-76 process, using task onler contracts that 
are extremely broad hi their scope of work. According to the Acquisition Advisory Panel, use 
of task order contracts "fails to produce meamngfu I competition" (Acquisition Advisory Panel, 
2007, p. 102). 

Pending Retirements Will Deprive the Government ot Needed Talent 
As the federal workforce was first reduced in size, and then just maintained with rclatively 
small yearly losses barely replaced, another dynamic was taking place. What appealed to be 
stability ciwerc-d an insidious creeping reality that the number of employees eligible to retire 
wasshatply increasing, resulting in wliat the U5. Merit Systems Protivtion Board hascallcd "a 
'brain drain’ as the result of an aging workforce and high refirement eligibility rates" (MePhie, 
2008a). Figure 6 shows how the existing workforce has gmwn oldcT over time and the sharp 
increase in the numberof civil servants who are eligible to retire. However, not everyone leaves 
when they are eligible to retire. 
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RgureQ 

The Fedorat Workforce Is Getting Older, with Many Eligible to Retire 



SOiincE.' U.5. Oftin* c*i Ppi«n»Mv) M«n4is«<nont, TlipFecrBoo*. federet CwiJiatt Workforce SfaUitKs. i998. 


Figure/ 

Percentage of DoD Employees Remaining Employed In Veers Following Retirement 
EligtbllUy 



KtiiecC.U^OfhceorPaTwinrwtiNipnaavniv'e. bivitktn orStretVKlcHumiiii H««ounu» 
PaUcy, 2008, p. 9. 

*«euf/«r 


Hislrtrically, allhoush nol all employees retire when they are Mirstligibic to do so, 50 per- 
cent of them do retire within the next four years (U.S. Office of Personnel Management, Divir 
siiin of Strategic Human Resources Polity, 2008). Because the number of civilian employees 
reaching retirement eligibility has increased sharply in recent years, even the historic rates of 
relircmenlwillmeanlhatlargeniimbctsofe.xperiencedfcderalemployeeswillbe leaving. 
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While (he govemmenl (uses less (lun 20 petveni of ils reliremenl-eligible workforce per 
year, the cumulative effecl recfuces tlie number of expericna'd workers over lime. Figure? 
shows that, nine years after reaching retirement eligibility, almost 80 percent of these work- 
ers have retired. While, for strnie agencies, Iraving it percent of the workforce eligible to retire 
has not been an immediate problem because of hLstoric retin'ment patterns, the sharp increase 
in the numbers who are eligible to retire will present new challenges lor federal managers. 
Although in the short term the government can rehire mtirecs as ”rv-employed annuitants,'' 
which can facilitate the transfer of knowledge to new employees, by the end of tire decade an 
unpn’cedentvd number of experienced federal employees will be gone. 

Contractors who aggressively recmil can reverse the historic retirement pallem if those 
who are eligible to relire decide lo avail them.sulves of the t'ery allracHve ffinincial opportuni- 
ties to be both a retiree and a contract rwrker. For example, in the area of military intelligence, 
where thtre aa- many opportunities for formiT government personnel lo join a antractor, wv 
ffiitl lowvr retention rales, with relatively mom intelligence mtirees going to work for contrac- 
tors than do their colleagues who do mil have an inlelligcnce background. Teiaiunter this, 
.some have proposed that thegovcmirrcnt aggressively recruit older workers from the private 
sector and former militarv personnel lo ensure that a bniad range of expcrietKcs is available 
(Mcl’hic. 2H08b; Gales ft al., 2008, pp. 48-49). 

Lack of Appropriate Supervision Has Led to Abuses 

Over lime, as UiesUeollheconlracI workforce hasincreased.govcmmentoversighihaswaneil. 
For example, the GAO found numenxts cases al the U5. Department of Homeland Security 
(DMS) in which "compontnis lacked the capacity to oversee contractor performana" due to 
limited ex perliseand workload dem amis. Ihesedefficicncieimay have resulted inakrek of con- 
Irol overand ncctnintabillly for decisions" (GAO, 2007, p. 22), The Washington Post recently 
leporkxl (hat "more than 900 cases alleging that government contractors and drug makers 
have defrauded taxpayers out ot billions of dollars are languishing in a backlog that has built 
up over the past decade because tlic Justice Department cannot keep pace xcith the .surge in 
charges bixiughl by whistleblowers, according to lawyers involvi-d in the disputes" Oohnson, 
2008), 


Needed Action 

Remedial action has been the subject of a number of GAO mporls and special congressio- 
nal commissions. Their recommendations have lendcxi to be conservative and do not address 
either the lundamenlal causes or the needed changes." Argumenisoverthe provisions of A-76 


ttAiliirk kiNvunvit H'r»anil»»iriniliUirv pt-nkmel Ttiis mAjiir Ami n;i<wkn](vwicvtn lh<il twvib Aitimiitin 

•wt immI which onr> «h<Hilti nnt. Ifihormily piwrniHmMl IwnctloksaA* mfuirckl pcrhvnwil by lenbvmnHni pctmo* 

•wl.i«il(Wtv-<Wi>inirai1iirvla'>*rn«tiwnli>ihkt«U,UMtiAhlnKitL‘ciMiinsat*«il wMhprlHUbeaamlmriimhM'teTvkvHCtiarlv 
AUf |,‘>onu)^ ia)wfrni(y ytHetruncmal liifti'ttiMn. aIipuM lUk ami ciMHiler (Iv hw eiiKarH.'vd HMtuifcmi-ft' anJ 

^nvTktchtcmilfvii* 0)w«>liir<hv|<M«n(4wniilNHlhtMlwmma(k.wr«mi»ili*iMn>«*cK4llfn|tc»w(>hiw2iiti««n*«s<tiiriiM>nnx 
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aa*iTKTet)Singly iirdcvanl, ns most of llw growlh in service contracting has occunx'd i>utside 
of the A"76procc5S, While it hos not been fashionablelnargue that increasing the size of the 
inditruse workforce is the only way lopnivideappityprialegovemmentoversight nnd Uienswe 
tliat inheantly governmental work is done by federal civilian employees, the recent action by 
theCongress did just that (Section 324of the National Defense Authorization Act for I’iscat 
Year 2008 [P.L 110-1811). 

Recent Congressional Action 

The Senate ApprophatinnsCommittee told tite Department of 1 huneland Security to ^establisli 
an a^ressive plan ti> convert contract functions to in-house functions where appropriate. The 
Department should alsi> consider protected savings or costs of replacing contractor positions 
with tull-time Government employees" (Senate Appnrpriations Committee. 2008, p. 14). 

Section 324 of the National Defense Aulhori/ation Act fi»r Fiscal Year 2008 provides 
"Guidelines on In-Sourcing New and Omtmeted Out Functions" that require the Defense 
t>epar1ment to "devise and implement guidelines and pnvedures to ensure that consider- 
ation is given to using, on a regular basis, DoD civilian employees to perform new fitndions 
and functions that arc perlormcd b)- contractors arrd could be performed by Department of 
Defense civilian empkfyees." This pfiimkjn challenges the 2003 rewrite of A-76 with its inser- 
tion of the word "subslantiar beforethewords"inherently governmental.*' ltdirects 

special consideration . be given lousing Department of Dcfensiaivilian emphryeesto 
perform any function that— 

(1 ) is pe'rlormed by a contractor and — 

(A) hfl> bivn performed by Department ot LX-tenw civilian employe(^ at any time dunng 
thepre^‘ious lOycars; (B) isa huiction closely OModalcd with riw performance of an inher- 
ently giwcmmmial function; (C) has been perhumed pursuant n* a ctmtract awarded rm a 
non-competitm* bams; or p) has been performed poorly. a.s determined by a contracting 
officer during ihc Vycar penod prea*ding tin* date of such detvrmuiatu>a because of excev 
sivecitstsftr Intcriorqualitv; or 

(2) IS a new [\*quia‘mcnt, with particularemphaslsgiven to a rw^w acquirement that Is simi- 
lar to a function previously performed by Department of Defense civilian employees or is a 
tunciion closely associated with the performance of an inherently governmental function. 

(U.S. Department (»fDefense!n5pectorCeneral,2(K18. pp. 1-2.) 


Additional Action is Required to Revitalize the Civil Service 

If. i»5 a result of Section v^24. the government wvre h) start to bring jobs that have been con- 
tracted (Ut back in-house, a number of things must happen. The gowmment must eliminate 
the politically set personnel ceiling.s. determine the proper mix and dppix»priate wies of con- 
tractors and government empkiyees, and ensure that it can recruit, train, develop, nnd retain a 


f*it<fWflvvtMi;^rOnnv.imn{;nnia)(»— vvr«viAljviiicv«Mk'rLKi!liwFvoiv(tiKJiMjnilin'inx 
4U)iJKMl4Mt« 4W.klkifr.^X)A.f!<.29l 
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skilled and qualifled workloree. Ut 't i'f clear: riiepmmteitl lolll ml be (Me la effecln'el)! im 
lrolllieuseofcvnlniel 0 rfifiltvnlinii<rfloimfnis(:arliitraryimmpvu<ercdlinp(itmtiiliwl. 

ITiere needs to be a clear understanding oi what should and should not be contracted (Mt 
Much has been written about the provisiiwsolA-76 in terms of "inherently RDvommentai," 
but more is needed. The histone prohibition of not contracting for personal services," which 
has rccvntly been interpreted in the most lenient way, needs to be tightened up and strictly 
adhered to. Tliere tteeds to bea clear understanding that the government diK-s not contrail out 
jobs, but rather functions— functions that can be measured and for whiclr the government can 
assess the quality of the work performed by a contractor, fhis fits into tire reabn of the classic 
A-7bcomp(Hition, butdiwsool fit weli with support service contracts under which contractors 
supply workers todo the work traditionally done by government employees. 

Even with the end to ceilings, bringing essential government work in-house and provid- 
ing oversight for appropriately contracted-out work will not be easy. The US. Merit Systems 
Protection Board in a recent study suggested a numbtT of ways to improve the hiring process 
by treating hiring as a critical business process and not just an administrative priKess (Cmm. 
2008). Actions include the following; 

t Eliminate the use of personnel ceilings at any organizational level as a means to control 
cost The contracting for support services must be on a cost-eflectiieness basis, with due 
regard to the restrictions on both "inherently governmental" work and personal services 
contracting. 

t Implement "Manage to Payroll"" with appropriate incentive structures for managers to 
ensure adherence to human capital principles as oullincd bv the 2002 Commercial Activ- 
itie>sPanel(Walker,2002)- 

t Improve the attractiveness of govcmmenl jobs for new entrants to tlie labor market. 

t Adei]uatelyresourceastreamlined andeflectivcgovemmcnt hiring process. 

t Sustain commitmenlsand tunding forthe trainingand career developmentol civilian 
personnel analogous to lhatprovidedtomilitary personnel. 

t Train and hold federal managers responsible to manage and use the fle.vibilities provided 
by the various tederai personnel systems. 

t Develop a liansition pnrgram to ensure the continuity of work during "in-sourcing." 

t Eliminate the blinded workforce. Prohibit support contracts that simply put contractor 
personnel at desks previously iKcupied by government workers, or at new desks because 
of arbitrary personnel ceilings. 

t Impkment strategic sourcing (as opposed to competitive sourcing) that fully implements 
the provisions of A-76 that restrict outsourcing to functions that are not "inherently 
governmental" 


" Atonratnsh' tvacral So|uiniiuti Resahtiviwd'Aitk pvrvMwl wo Ices osar jtcOamSarKtvOivJ bv WwonpbivcT. 

pm(>)iryecrel4itiiMt<hlp thi^ iTvMebiHwtfni the](i>kvrnmentjikti'i>nlr4tlrj pn-HuniwI. 
lire allmved iti pmonil terviers nyurArU unless ^pfcifWAlIv liuthurinst bv auiuik- 

^ "Stan.igo to I* 4 minij^vrUl 4pf'ni4Cb devetiiped by the DeparunMit til th4 K^vv in IWn. li give nunij^prA 

nuikiiinim ll«xibiHlv>niick>ctinj;UiVRU«ofpeiople(i>empkiycv.reg4rilk5»ol4rbltnrrctfitlnx>uri;niderestrtctiufts. 
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Recommendations 

At this point in U.S. history, it Is particularly important that the government address the use 
of contractors to accomplish the nation's business. Current practices are costing the taxpayers 
billions of dollars.assuggested by thi' comparisons of costs of government employeesand con- 
tract workers, as weilas dienumbcTof ffims that Ihegovemmentls taking legal action against. 
Tliere needs to be a clear understanding of when it is appropriate to contract functions (never 
individual jobs) and the oversight that the government must provide. The govemmentshou Id 
strictly adhere to the concept of ''inherently governmental ' and the prohibihon on personal 
services contracting. Contract personnel must never be put in a position where there is any 
semblance of a amffiia of interest. Ihe interests of a contractor are ultimately private gain, and 
do not necessarily align with the interests of the government. To think otherwise is to invite 
problems. 

As twisioned in Section 324, converting positions from axitracting back to the govern- 
ment w ill not be easy and will run counter to Ihe canard tliat measures the efficiency of govern- 
ment by the number of people itemploys. The new administration should not try to f<xil the 
American people, pcipetuating the myth of smaller government by not counting the hordes 
of service contractors it engages. Clearly, there ate things that should be contracted and that 
the government need not and should not undertake, but the unfettered use of contractors has 
skvnKkeled and must be bmught under control. 
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Senator McCaskill. I want to talk a little bit about what we 
have come to refer in this committee in the last several hearings 
as the deputy deputy dog syndrome. That is, in the civilian force, 
the springing up like mushrooms at a certain time of year of a new 
deputy to the deputy to the deputy. And where is that coming 
from? Why is there this seem-to-be growth of people with titles? Is 
it just the need for titles, in terms of, you know, how you’re viewed 
within the civilian force — the civilian workforce at the Pentagon? 
Is there really a need for all these many, many layers of personnel 
that seemingly have some kind of authority over someone else? Has 
this thing gotten too layered? I mean, it appears to me it’s gotten 
too layered, but I would love your take on that. 
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Dr. Rostker? 

Dr. Rostker. We have a whole layer in the Defense Department 
that never existed when I came to town. We had Assistant Secre- 
taries reporting to the Secretary of Defense. Today, we have Assist- 
ant Secretaries reporting to Deputy Secretaries to Under Secre- 
taries who report to the Secretary of Defense. So, the whole De- 
partment has grown at least one layer. 

Senator McCaskill. And why? 

Dr. Rostker. The desire to do coordination. So, in the area of 
personnel, we have an Under Secretary and then we have a series 
of Assistant Secretaries. At one point in time, those Assistant Sec- 
retaries were all Deputy Assistant Secretaries, and the Assistant 
Secretary have — we’ve just mushroomed the whole — my judgment, 
the whole Department up one layer. And it just grew out of hand. 

Senator McCaskill. How can you — how can we crank that back? 

Do you have any ideas, Mr. Hale? How could we, from — as over- 
seers, as — in an oversight capacity, trying to get a handle on the 
way we’re using resources, how do we stop that? 

Dr. Hale. Well, let me just start by saying, for the record, that 
the organization I ran, I think, was, by Pentagon standards, rel- 
atively flat. There were no Assistant Secretaries in that Comptrol- 
ler’s shop. But, I understand your concern. I mean, you’ve tried to 
put limits on headquarters. That makes sense to me. I think, in the 
end, you’re going to have to let the Department decide how to orga- 
nize that more limited numbers, that what I would appeal to you 
when you’re trying to do this, too, is to try to reduce the workload, 
the sunsetting of reports, is an excellent idea. We 

Senator McCaskill. Right. 

Dr. Rostker. — spent a lot of time preparing reports. But, if we’re 
going to reduce the size of the headquarters, at least in my experi- 
ence, people over there were working hard, for the most part. There 
were a few slackers, but, for the most part. We’ve got to reduce the 
demand on them. Some of that’s Congress, but some of it is inter- 
nal, as well. 

In the end. Senator McCaskill, I think you’ve got to let the De- 
partment figure out how to organize itself within those more lim- 
ited numbers. Hopefully, the more limited numbers will engender 
some reduction in the concerns that you’re expressing 

Senator McCaskill. Okay. 

Dr. Rostker. — about hierarchy. 

Senator McCaskill. Okay. 

I’m out of time. I would, at some point, like to have some input 
from this expertise that’s presented here today on acquisition force, 
the notion that the folks that rotate out of there every year and a 
half are really — were being outgunned by the people who are buy- 
ing — who are selling stuff to us. Big time, we’re being outgunned, 
because there’s not the buildup of expertise in acquisitions that 
you’re going to have to have at the leadership level. And it’s like 
the special corps you talked about. Dr. Rostker. There are certain 
functions within the military that we need not put one-size-fits-all. 
Because I think acquisitions is a great example of where we’ve 
wasted a lot of money because we didn’t have the expertise there 
we needed. 

Thank you, Mr. Chairman. 
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Chairman McCain. Isn’t it also true that every time there is a 
crisis or a problem, we create another bureaucracy and, in some 
cases, an entire command that — as a solution? And I don’t think 
that’s necessarily the long- term solution. 

Senator Lee. 

Senator Lee. Thank you, Mr. Chairman. 

And thanks, to all of you, for the insightful testimony that you’ve 
offered this morning. 

As we’ve already discussed, there are a lot of benefits to our 
country that come from having an All-Volunteer Force. We also 
know that it’s not a perfect system. And I’d like to take a few min- 
utes to address some of the criticisms and some of — what some 
have characterized as the unintended consequences of having an 
All-Volunteer Force, and perhaps ask some of our witnesses about 
possible drawbacks to the All-Volunteer Force and what can be 
done to address those. 

Now, some have argued that the All-Volunteer Force creates a 
circumstance in which the burdens — the risks and the real-world 
consequences of war disproportionately affect members of the mili- 
tary and their families, while the vast majority of the public is 
largely shielded from the really awful effects of war. General Stan- 
ley McChrystal has made this point with respect to the wars in 
Iraq and Afghanistan. 

Now, some critics take the argument even a step further than 
this and say that if these burdens were extended more evenly 
across the population, the United States would be far more cau- 
tious in determining when, whether, and how to engage in any type 
of armed conflict overseas. 

So, Secretary Chu and Secretary Rostker, let’s start with you. 
Can you comment on these criticisms and on the long-term con- 
flicts, or consequences, rather, of an All- Volunteer Force? And 
then. Admiral Roughead, can you comment on the potential nega- 
tive impacts of having our military actions being initiated and exe- 
cuted by roughly 1 percent of the United States population, a popu- 
lation that consists of decisionmakers in Washington, D.C., and 
servicemembers, who tend to be stationed at our Nation’s military 
bases? 

Dr. Chu. Senator, thank you. It’s an important issue. 

I do think that we should keep in mind that the 1 percent, the 
small fraction of the country that serves, is really a function of two 
key elements. First, what’s the size of the military. Active Duty es- 
pecially, that we maintain? Much smaller now, relative to our pop- 
ulation base, than was true 20, 40, 60, 80 years ago. Second, what’s 
the size of the population cohort that would ordinarily be looked at 
for military service? 

One reason the draft was needed, I would argue, in the ’50s, is, 
in fact, the United States, given it was an all — essentially an all- 
male force, needed almost every able- bodied young male to serve. 
It’s just a function of the small birth cohorts in the 1930s during 
the Great Depression. So, I would observe that it’s — for the size 
military maintained today, given the size of our population, it’s al- 
ways going to be true that only a small fraction see military serv- 
ice. 
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To the question you raise about “Should the country be more in- 
volved with that serve as an important element in the national dis- 
cussion of whether we should or should not commit forces?” — I’d ob- 
serve that we did involve the country, in the last 15 years, in a sig- 
nificant way, because we mobilized the Reserves. The Reserves 
really are a cross- section of the United States, and touch every 
community in the country, every State in the Union. And so, while 
it’s not quite the same as the old draft model that some put up, 
it does involve the country in that. And I think it’s a great tribute 
to the people who volunteered for the service, that they answered 
that call. The Reserves served with extraordinary performance lev- 
els in this last long conflict, which continues to this day. 

Senator Lee. And so, for that reason, in the future, continuing 
to rely, or perhaps expanding our reliance, upon Guard and Re- 
serve units could have that effect, that — the effect of distributing 
more broadly the people who were involved. 

Dr. Chu. In my judgment, yes, sir. 

Senator Lee. Okay. 

Dr. Rostker. I don’t know whether you know. Senator, but I’m 
a former Director of the Selective Service System, and have dealt 
with the questions you’ve asked, literally for decades. 

The fundamental question that led to the reform of Selective 
Service in 1970 is, “Who serves when not all serve?” And that deals 
with the issues that Dr. Chu talked about, the size of the military 
and the cohorts that support it. The notion that a sizable portion 
of the country will be involved in the military, given the size of the 
military and the technology of the military, is just not realistic. 

The second is the nature of today’s military. It’s not a matter of 
giving a soldier a rifle and 6 weeks of training, and shipping him 
over — or her — now her — overseas, but a very technical force that 
requires a great deal of schooling and skill and knowledge. And 
we’ve talked about preserving and managing that talent. Are we to 
turn that talent off and throw that talent away just to create the 
opportunity to bring more unskilled people into sharing in the ex- 
perience of the military? I think the use of the Reserves talks to 
the involvement of the community. But, the fundamental issue is 
the size of the population and the size of the military that we have 
today. 

Senator Lee. Admiral? 

Admiral RouGHEAD. Yes, sir. I echo some of what’s been said 
here. And I think that what we’ll find as we go into the future, par- 
ticularly with the force levels that are deployed now, especially on 
our ground forces, the — that number of Guard and Reserve will 
come down significantly, so we’re going to lose that connectivity 
into society. 

I think the other thing that’s happening is that we’re, in a way, 
moving from an All-Volunteer Force to what I would call an All- 
Professional Force, that the number of people serving in the mili- 
tary today who have relatives who have been in the military is 
going up. And so, are we going to end up with a military that is 
more removed from society? 

I — on the broader issue of voluntarism. I’m a proponent of a na- 
tional service, but how do you devise a plan that’s equitable and 
that some people get to go in the military and go in harm’s way. 
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and other people go off and do things in the homeland that are per- 
haps a little more benign? And I don’t know how you get to that. 
But, I do think that there’s a need for a commitment to national 
service. 

Senator Lee. Thank you very much. 

Thank you, Mr. Chairman. 

Chairman McCain. Senator Hirono. 

Senator Hirono. Thank you, Mr. Chairman. 

I’d like to paraphrase something you said. Admiral, the — when 
you acknowledged that the All-Voluntary — Volunteer Army was, I 
think, the single biggest change to the military. Can you think of 
another change that could have this kind of a profound impact on 
the military? Could it be the number of women who are serving in 
the military, or some other example of something coming down the 
pike that would result in a profound change to the military? 

Admiral RouGHEAD. I think that the example that you cited, 
women serving in the military, will transform the military, but it 
will not be the change in the total model that we’re using. I really 
do think that there may be an opportunity, however, as was men- 
tioned here — How do you fuse and how do you design the govern- 
ment civilian force and the military force that can b^etter share in 
responsibilities, particularly in the headquarters areas? And I 
think a redesign in the aggregate may approach the monumental 
change that occurred with the All-Volunteer Force. And I think it’s 
time to take a look at that. 

Senator Hirono. Mr. Rostker, you noted that flexibility was of — 
I think you used the words “the most critical” or a key component 
to what we ought to be instilling in the military. Can you give an 
example, perhaps, of where you see flexibility not existing? And 
how would we ensure flexibility in a system, a department that is 
massive and is still operating under old paradigms in many, if not 
in most, cases? 

Dr. Rostker. I think the most important issue in flexibility is to 
manage the individual skill sets, the careers, in ways that make 
sense for that career. And I would do that by removing the statu- 
tory limit of 30 years of commissioned service and let that be deter- 
mined by the needs of the individual service. We heard about the 
acquisition corps. And we have the same issues in the intelligence 
area. We have the same issues in the chaplains corps and the like. 
And that would give us the flexibility to use people to the max- 
imum extent. 

Senator Hirono. I think this panel has made a really strong case 
for looking at DOPMA and the fact that it really doesn’t make 
sense to use a one-size-fits-all and everybody leaves at age 52, 
where — but, actually, people make decisions to leave much sooner 
than at age 52. Don’t they make decisions earlier and — when they 
see that, if they’re going to have to leave at 52, they’re going to de- 
cide at a much earlier age to leave. 

Dr. Rostker. Absolutely. I can remember a young JAG [Judge 
Advocate General] officer who was — came to me at 20 years of serv- 
ice. He had a wonderful career. He was looking forward. Was in the 
congressional legislation — legislative office and said he was ^ven 
the opportunity to lead one of the military service organizations, 
but he really wanted to stay in the Navy. And I said, “You can’t 
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stay in the Navy. The — we cannot offer you more than the possi- 
bility of 10 more years of service, and then you will not be in your 
early 40s, you’ll be in your 50s.” Chances of making admiral — there 
are two admirals — were not — you couldn’t take that to the bank. 
And so, I had to counsel him to leave. He would not have left if 
he saw the full career that he could have aspired to, even if he did 
not make flag. 

Senator Hirono. So, the changes to DOPMA should be made at 
the congressional level? Is that 

Dr. Rostker. That provision would have to be made at the con- 
gressional level. There is a provision today that the Secretaries in 
military departments could institute special boards and the like. 
But, I think we need to tell the managers of the Department that 
each of the competitive categories, each of these occupational 
groups, should have a career structure that makes sense for that 
group. We allow them to compete against each other in the com- 
petitive category, but within the limits of the DOPMA career struc- 
ture. We should open up that career structure. 

Senator Hirono. As I said, I think you all have made such a 
strong case for making those kinds of appropriate changes to 
DOPMA that I certainly hope that this committee will follow 
through. 

Thank you very much. I yield back. 

Chairman McCain. Senator Rounds. 

Senator Rounds. Thank you, Mr. Chairman. 

Gentlemen, thank you for your service, and thank you for being 
here with us today. 

Just a real quick down-the-line response, please, on this. Do you 
see Goldwater-Nichols jointness requirements as an aid or an ob- 
stacle to the system itself right now? And if it’s an obstacle, how 
would you make it better? 

Dr. Chu? 

Dr. Chu. I think it is both, unfortunately, so it has a very good 
feature, which is to encourage a joint experience, especially for 
those who aspire to more senior positions. It has improved the 
quality of headquarters staffs. I saw that when I served in the De- 
partment in the late 1980s and it was first instituted. At the same 
time, as I suggested, it’s a bit too mechanistic and too much ori- 
ented through the inputs that we think will provide a joint orienta- 
tion, and not concerned enough with whether the outcomes are the 
ones that we want. 

And I think I would move to more flexibility about how you can 
decide that someone has achieved the experience level that you’d 
like to see that produces the kind of joint orientation we’d like to 
have. 

Senator Rounds. Dr. Rostker? 

Dr. Rostker. I think Dr. Chu is probably right, but I saw the 
negative sides of Goldwater-Nichols. I spent most of the ’90s on — 
in service secretariat as the Assistant Secretary of the Navy for 6 
years and then as Under Secretary of the Army. And I saw officers 
coming into senior ranks who had never served on the service 
staffs. And the model before that was to, in fact, serve on the serv- 
ice staff so that great admirals, like Carl Trost or Mike Boorda had 
served to learn their craft of managing the enterprise. And man- 
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aging the business of the Navy is not going to be done in the joint 
arena, it’s going to be done in the Navy. And the — that next gen- 
eration spent their time being jointed. And then, when it came 
back to serve on the service staffs, they largely did not have that 
experience. 

I could adjust that, if you give me that 5 more years of career 
content, so they could do both. But, the impact of Goldwater-Nich- 
ols, because of its statutory requirements, was to force out this very 
valuable time that was spent on the service staffs. They still did 
their sea time, but they did not do their service management time, 
which was so critical for the future. 

Senator Rounds. Mr. Hale? 

Dr. Hale. So, I would not get rid of Goldwater-Nichols or the 
joint requirement. I fear, as Admiral Roughead said, a return to 
the tribal approach. But, more flexibility does sound like it is ap- 
propriate. 

I’ll reiterate what I said earlier. I think the civilian system wor- 
ries me more, and we may need some analog to the Goldwater- 
Nichols approach to demand some more rotational experience for 
those who will be our civilian leaders. Perhaps we can learn from 
the experience of the military and avoid the adverse consequences. 
But, it did change behavior, and I think some kind of effort on the 
civilian side would change behavior, also, and it needs to happen. 

Senator Rounds. Admiral? 

Admiral Roughead. Yes, sir. As I’ve mentioned, I really do be- 
lieve that we have to keep the joint imperative on the force. It 
needs to be reinforced at a more senior level. And by lifting some 
of the mandated requirements in the junior ranks, I think that we 
can rebalance the competencies in the service staffs. 

You know, we talk a lot about acquisition reform, but a lot of 
how we enter into the acquisition process deals with setting re- 
quirements and budget decisions and things like that. And by forc- 
ing in more people earlier into the joint structure, we’re not build- 
ing those repetitive tours that give the people the experience and 
the knowledge to really take on some of the hard things of acquisi- 
tion and man training and equipping. 

And so, I think there are some levers that can be pulled to adjust 
the Goldwater-Nichols requirements, but then it also needs to be 
done in conjunction with DOPMA. Because if you don’t adjust some 
of these other constraints that you have in DOPMA, then I think 
you’re going to impose some new problems that you have. 

So, as this is looked at, my recommendation is: look at Gold- 
water-Nichols, look at DOPMA, look at the civilian force, and how 
do you blend them together to get the design that will be good for 
the next couple of decades. And I would submit, after 20 or 30 
years, it’s probably going to be time to take a relook again, because 
times will change. 

Senator Rounds. Thank you, Mr. Chairman. 

Chairman McCain. Senator King. 

Senator King. Thank you, Mr. Chair. 

I’d like to follow up on that exact point. Admiral, thank you. 
That was a very succinct statement. 

Tour lengths. A mundane question. I had the opportunity to 
interview or to chat with General Dunford as he was leaving Af- 
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ghanistan a couple of years ago, and I was overwhelmed by his 
level of expertise and knowledge. He knew everything about Af- 
ghanistan, and yet he was leaving after 18 months. And I thought, 
nowhere in the public sector would you do something like this, take 
this amount of expertise and knowledge and say, “Okay, time’s up, 
you’ve got to go up to Sheboygan.” 

Talk to me, Mr. Rostker, about tour lengths. Could we — and how 
much money could we save if we just made tours 4 years instead 
of 3 years? I mean, the cost of moving people, is it — are we — is this 
a remnant of a prior manner of thinking? Is there — are there ways 
to adjust this, both to save money and also to maintain expertise? 

Dr. Rostker. If you made that change, you’d get an immediate 
savings, and it would set back into a steady- state, and you really 
would not get that much savings, because the force is still built on 
some notion of rotation. 

Tour lengths should be handled in the same way that Dr. Chu’s 
talked about, as increasing the opportunity for people to volunteer. 
We just finished a study for the Defense Department in which we 
posed the question. Would people be willing to extend their tours 
overseas? And only about 40 percent of the population said they 
would. And then we asked the next question. If you had a financial 
incentive, would you be willing? And we varied the financial incen- 
tive so we could understand what was going on. And, for very lit- 
tle — relatively little money, we could get up to 60 to 70 percent of 
the people to extend their tours. 

So, we can use tools to better manage the Department and have 
people make voluntary decisions rather than force them to say, 
“Well, now you’re here and we’re going to give you another 4 — an- 
other year, even if it’s a bad place.” Let people have the oppor- 
tunity to stay, and let’s use reasonable financial incentives to en- 
courage them, where that makes sense. And I call your attention 
to the Navy’s outstanding program to allow this, in initial assign- 
ments, to fill hard-to-fill areas. We’re not making use of those kinds 
of incentives. 

Senator King. Dr. Chu, slightly changing the focus: force struc- 
ture in the 21st century. And we’ve — ^been a lot of talk about con- 
tractors and civilians. But, it seems to me that the — what we ought 
to be doing is having warfighters be warfighters. And if that’s what 
they’re trained for, and it’s very expensive to train them, then the 
other functions, whether it’s maintaining the aircraft or serving the 
meals, should be done by somebody other than uniformed personnel 
who have that expensive and extensive training. 

Dr. Chu. Sir, I couldn’t agree with you more. And that actually 
was an initiative of the — one of the Secretaries I had the privilege 
of serving was Secretary Rumsfeld — worked hard on looking at 
which functions should be carried by military personnel, which are 
our most expensive asset, pure dollars-and-cents perspective, and 
which ought to be performed by civilians. And interesting, the De- 
partment made — and, in fact, he succeeded in converting about 
50,000 slots. So, the military numbers weren’t up because of these 
in the war, but he did convert about 50,000 billets from military 
to civilian status, which could be either Federal civilians or con- 
tractors, depending upon the nature of the task. 
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Interestingly, the government does — Department does maintain a 
database on this matter. This — inherently a governmental commer- 
cial activity database, which can serve as a guide and does argue 
that there’s a number of positions to which we could use civilian 
personnel, whether those are Federal civilians or contractors. So, I 
think there’s more to be had, there. And I think that’s an impor- 
tant — as I argue in my testimony, it’s important source of both per- 
formance improvement and cost savings for the Department. 
Choose the right mix of personnel for the task at hand. 

Senator King. And as long as the contractors are managed prop- 
erly, that’s one — one of the long-term bears in the room here long- 
term personnel costs and the tail costs, in terms of healthcare and 
pensions. If you manage contractors properly, they bear that risk, 
and not the taxpayers. 

Dr. Chu. Yes, sir. And I think that’s one of the issues in thinking 
about Federal civilians versus contractors — and back to the issue 
of low performers on the Federal Civil Service. One of the reason 
entities within DOD and other government agencies find contrac- 
tors so attractive, in my judgment, is they can turn the contract on 
and off. If the need diminishes, you can stop the activity. It’s much 
harder to do that under the U.S. Federal Civil Service practices, 
not necessarily the statutes, but the way they are implemented. 
And I think that’s one of the issues that the committee might use- 
fully address. 

Senator King. Thank you. 

Thank you, Mr. Chairman. 

Chairman McCain. Senator Kaine. 

Senator Kaine. Thank you, Mr. Chair. 

And thanks, to the witnesses. 

I have a — one question about recruiting and one kind of about 
structural issues during the tenure of someone’s service. 

On the recruiting side, there was an Economist article in late Oc- 
tober, and the title was “Who Will Fight the Next War?” And it 
was about difficulties in recruiting young people into military ca- 
reers. You know, even with only 1 percent serving, so the number 
may be small relative to the general population, there’s been some 
challenges recently — I think mostly — most of the publicity has been 
around the Army. But, you know, you take the cohort of young peo- 
ple you’re trying to recruit, and you put out anybody who is, you 
know, barred either because of academic misperformance or a fel- 
ony or poor physical conditioning, then you really whittle down the 
available core. And then that available core has other opportuni- 
ties, too. 

Obviously, better pay is one recruiting mechanism. But, as you 
think about the recruiting needs, you know, the — we want to con- 
tinue to bring in the best and the brightest for the very long term. 
What advice would you have for us as we think about things to do, 
separate from the salary side? Because we can figure that out. But, 
what are things that make the career an attractive one that, from 
that available component of young people, would get more to say, 
“I want to make a military career”? 

Dr. Chu. I’ll be delighted to start. I think I’d come back to some- 
thing that Mr. Hale emphasized, which is how the country values 
the service of the individual. One of the things I thought was very 
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interesting in the surveys — the Department does those surveys of 
young people’s attitudes, as you know, the surveys in the early part 
of the century — is that the reasons cited for being interested in the 
military changed from what had been true 10-20 years earlier, 
which had focused, in that earlier period, on learning a skill. And 
it may sound a little bit old- fashioned, but a good deal of the re- 
sponses focused on patriotic values of one sort or another. And so, 
I think the way the country honors the service of the individual 
and speaks to service as being a calling that is part of your duty 
as a citizen, as opposed to something that is something somebody 
else does, which is too much, I think, part of the current American 
conversation, I think that is of enormous help to the Department’s 
recruiting apparatus. 

Admiral RouGHEAD. Senator, I 

Senator Kaine. Admiral Roughead. 

Admiral Roughead. — as I looked at the future, the thing I 
watched most were the economic predictions, because that’s what’s 
really going to drive your recruiting. And compensation is impor- 
tant, but it really is the total compensation. And how do you deal, 
particularly with the force now that is more married than when I 
came in — that’s a significant component that has to be taken into 
account. 

But, with regard to the positive experience, the one thing that we 
discount — and I’ve been through this cycle in my career — that 
when you take away the means for a young professional to properly 
maintain their equipment, to have the resources to go out and do 
the things that they enjoy doing, whether it’s flying or being out 
on a submarine, or whatever, that is huge. And, as we struggle 
with the departmental costs, and as we come down on those oper- 
ation and maintenance funds that allow for proper maintenance 
and pride in what they do, the opportunity to do what they love 
to do, cutting those funds is going to have a significant impact. 
When those go up, you can see the attitude of the force change, be- 
cause they’re ^ven the tools and the means to do that which they 
came in the military to do. 

Senator Kaine. Just to close the circle on that, I want to make 
sure I understand your point. So, if we’re dealing with budget caps 
or a tough budget environment, we’ve tended to — while we can’t 
take it all out of personnel, and if we did, we’d have to grandfather 
it, and we’d only see the savings way down the road. And we can’t 
cancel weapons acquisitions midstream, so we tend to take it out 
of readiness and O&M expenses and, you know, decrease the num- 
ber of flying hours that are available to people who want to be avi- 
ators or decreasing the training that’s available for people who 
want to do that, and then that becomes kind of a demoralization 
factor that either will make people not come in or maybe more like- 
ly, when they’re in, make then decide to hasten their departure. 

Admiral Roughead. Yes, sir. And I go back in my earlier days 
in the Navy when I had young sailors bringing their own tools from 
home to maintain the equipment that they were responsible for. 
When that changed, things changed dramatically. And I — and so, 
this O&M dimension is more than just how many ships you have 
deployed or how many airplanes you’re flying. It’s much, much 
more substantial than that. 
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Dr. Hale. Senator 

Senator Kaine. Please, Mr. Hale. 

Dr. Hale. — Kaine, at least in the last 5 years, we’ve actually cut 
back primarily in the procurement areas to meet the budget caps, 
in that services have tended to try to maintain the operation and 
maintenance funding, I think, because of the readiness concerns. 
Moreover, as I said in my testimony, I mean, the Congress has 
made some changes, or allowed changes to be made, in compensa- 
tion that have freed up funding, and, depending on the recruiting 
climate, some modest additions to that may be appropriate. Be- 
cause, as Admiral Roughead said, it’s not just the money, it’s 
whether or not you are trained, you feel you can actually operate. 
That’s maybe particularly true with the Reserves. Ironically, I 
think we used the Reserves heavily — and I take my hat off to 
them — over the last 14 years. I worry that we’ll use them a lot less 
now, and they want to be used in militarily meaningful ways — not 
all the time, but occasionally. So, the services, I think, are pushing 
hard to keep the O&M budgets up, and the Congress needs to help 
them, where that’s appropriate. 

Senator Kaine. Thank you. I had a second question dealing with 
the use of kind of a specialist designation, which I know services 
have used to try to provide non-career — non-traditional, non-up-or- 
out career paths, but I think I’ll ask that one for the record, since 
I’m over time. 

Thank you, Mr. Chair. 

Chairman McCain. Go ahead. 

Senator Kaine. Well, I just — if I could on that, several of the 
military services have had a fairly extensive rank structure known 
as “specialists” that went beyond the current system, not so much 
“up or out,” for the recruiting of specific technical skills. Is that 
something that’s still done? Should it be done more? Does that pro- 
vide some of the flexibility that a number of you have talked about 
in your testimony? 

Dr. Chu. Yes, absolutely. The classic case, in my judgment, is the 
Army use of warrants for helicopter pilots. So, you can aspire to a 
long career at the flight controls. It has a small cadre of what we 
call — classically have called “commissioned officers” who are pre- 
pared for the more senior responsibilities in the enterprise. The 
Navy has used limited duty officers for some elements of that. We 
have that in the professions. So, the judge advocate generals corps, 
although — except for what Dr. Rostker said about promotion oppor- 
tunities — career limits — but, for doctors, chaplains, health profes- 
sional service kinds, we have carved out somewhat different para- 
digms over time. The Navy’s supply corps is another example of 
that approach. 

So, there are other ways to do this. They may not be used as ag- 
gressively and as immediately when a new issue like cyber comes 
up. So, cyber comes up, we immediately turn to the line structure 
as our model, not to these other opportunities as a way to proceed, 
including, I might emphasize, back to Senator King’s question. Fed- 
eral civilians who could hold Reserve appointments if that becomes 
an important issue from a Law of War perspective. 

Senator Kaine. Thank you, Mr. Chair. 

Thanks, to the witnesses. 
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Chairman McCain. Senator Gillibrand. 

Senator Gillibrand. Thank you, Mr. Chairman. 

On January 24th, 2013, the Secretary — then Secretary of De- 
fense Leon Panetta announced the repeal of the Combat Exclusion 
Policy. The Secretary gave the three services and Special Oper- 
ations Command until January 1, 2016, to open all positions to 
women or formally request an exception to keep certain positions 
closed. 

Admiral Roughead, can — what can the other branches learn 
about the Navy — or learn from the Navy about integrating women 
once these positions are open? And we know that women attain ad- 
vanced degrees at a higher rate than men, suggesting they may 
well be positioned to offer expertise to the DOD, yet about half the 
women separate from the service after their first commitment. 
What are the reasons women do not remain in the military? Why 
do they make up such a small percentage of the services? And how 
could the military better recruit and retain women? 

Admiral Roughead. Thank you very much for the question. 

I think that what the Navy has done is open certain specialties, 
early on, which one would classify in a combat category. And only 
now are we beginning to see women rise to positions of leadership, 
where young women who are coming in the Navy today can look 
up and see themselves, and also having in place the types of pro- 
grams that allow family considerations to be emphasized. And so, 
now we have young women coming in the Navy that can see them- 
selves, can see having a professional fulfilling career, and also see 
their personal life fulfilled. And it’s going to take a little bit of 
time, but I think we have to open up those opportunities and look 
at supporting both professionally and personally as young women 
progress through the ranks. 

Senator Gillibrand. So, one of the supports that you’ve put in 
place is a very good paid leave policy. Do you think that’s relevant 
for your ability to retain women? 

Admiral Roughead. I think that that is important. One of the 
things that we did during the time that I was on Active Duty, with 
the help of Congress, was to put in a pilot sabbatical program. I 
think that’s helpful. But, it — I think it’s also important to recognize 
that it’s not always the young woman that will take advantage of 
the sabbatical. It may be that, in a dual-service family, that the 
male spouse takes over that responsibility. 

Senator Gillibrand. And we’ve seen, in the civilian world, that 
that really makes a difference. When men and women both take 
paid leave, it enhances people’s values to support families overall. 
And it doesn’t marginalize the woman because she’s the only one 
who ever takes time off for the dying mother or the sick child or 
the new infant. So, it makes a difference that you do encourage it 
to be gender- neutral, because then you become a family-friendly 
place, and it’s not just the women who are being sidelined. 

Admiral Roughead. Exactly. And the family will decide what ca- 
reer they want to prioritize over the other. And that’s 

Senator Gillibrand. At a given time. 

Admiral Roughead. — a decision that they have to make, and 

Senator Gillibrand. Right. 
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Admiral RouGHEAD. — not one that should he made by the serv- 
ice. 

Senator Gillibrand. Yeah. I think that’s wonderful. Thank you. 

Do any of you have anything you want to say on these topics be- 
fore I move to the next topic? 

[No response.] 

Senator Gillibrand. Okay. 

Traditionally, military training has followed a generalist or a 
one-size-fits-all approach. However, technology is becoming increas- 
ingly complex, requiring a specialized set of skills. We have also 
seen emerging threats in new areas, such as cyberwarfare. The pri- 
vate sector offers more money and no requirements, like boot camp. 
All together, these trends suggest that there might be a benefit for 
the military to consider different models that would allow at least 
some of our servicemembers to be recruited and retained in a dif- 
ferent way. What changes do you think would be needed, in terms 
of recruiting and training personnel, to better position the military 
to develop cyberwarriors? How might we better leverage our Re- 
serve components to address recruitment and retention of 
cyberwarriors? And are there ways the military can collaborate 
with the private sector to improve cybersecurity specialties and ca- 
pabilities? 

Dr. Chu. Senator, I think you raised an important issue, and it 
does open the door on a conversation about one matter we have not 
discussed today, and that is the opportunity for lateral entry. We 
do allow it for the professions — so, the chaplains, health profes- 
sionals, lawyers, that’s okay. But, we don’t for the rest of the struc- 
ture, as a generalization. The Reserves are better at it, for a vari- 
ety of reasons. And I think this notion of encouraging people who 
are mid-career in the civil sector to think about a period of military 
service under rules that are available to the Department, or could 
be made available to the Department, would be an important step 
for the future. 

Senator Gillibrand. Would you, for the record, give me a letter 
on that describing what you would envision for lateral service and 
what type of accommodations you would make. Because I envision 
someone who’s brilliant behind a computer that’s never going to be 
brilliant behind a rifle. So, I can imagine that, when you can des- 
ignate someone to be a cyberwarrior, to be a cyberdefender, nec- 
essarily — ^being in the field is not necessary, because they can be 
behind a computer anywhere in the world at any given time. So, 
I’d like you to be specific about what that would look like, because 
I’d like to have that for the record. 

[The information referred to follows:] 
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President 


January 29,2016 


Senator Kirsten E. Gllllbrand 
SR-478 Russell Senate Office Building 
Washington, DC 20510-3203 


Dear Senator Gillibrand, 

During the December 2"^ Senate Armed Services Committee hearing on Defense personnel 
reform, you asked that I sketch my views on the potential for using ‘'lateral entry" as a means of 
securing additional talent. 

I was referring principally to uniformed military service, since there are good mechanisms for 
lateral entry in the civil service (although they could conceivably be strengthened). 

As t believe you concur from your interest In "cyber", there are some skills for which prior 
crvIHan preparation and experience may have military value. The Department already recognizes that 
value for the professions (clinicians, lawyers, clergy), Individuals are awarded commissions at grades 
above entry level based on their civilian career record— hence the characterization "lateral entry". And 
at some times In our history we have awarded a slightly higher entering grade to enlisted personnel 
based on their civilian educational achievement. 

Reserve component appointments, in limited numbers, may likewise recognize civilian 
achievements (e.g., for Civil Affairs, or intelligence). But I believe that lateral entry could be helpful in 
skill areas and circumstances beyond those to which it has been applied thus far. 

Indeed, in the last administration some staff planning began for such an effort to deal with the 
need for spectrum management expertise (a niche issue). The Initiative was part of a broader effort to 
encourage a "continuum of service", I.e., welcoming movement back and forth between active and 
reserve service, as a way to bring expertise into the active military that largely resides In the cMI sector 
(among other objectives). 

How would you set the standards for such lateral appointments, whether to the enlisted ranks 
or the officer corps (Including warrants)? Most important, of course, fs judging the degree of civilian 
skill, and deciding how the civilian skill relates to military needs. Next, you need to decide on the status 
and grade with which It Is best to recognize that skill level. It Is easier in the professions, because you 
must possess the appropriate degree (and often a formal license); it may be harder In other areas, 
although academic degrees and certifications by professional societies could be employed. Physical 
standards, t would argue, depend on the degree to which the specific elements apply (e g., those related 
to stamina, and the ability to accept the conditions of military service). Other elements might be waived. 


Ir^stitute for Defense Analyses 
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If those brought Into service through lateral entry are to serve for an extended period of time, 
you would also need to address the issue of promotions. And if the lateral entrants increase the number 
of individuals serving in particular grades beyond the levels currently planned, you would need to 
address how grade limits are to be adjusted. 

A key issue in managing lateral entry Is how those who join in this manner are viewed by other 
military personnel. That will be especially important If the lateral entrants occupy leadership positions. 
For the professions, the Services provide the new officers a limited degree of preparation, but a more 
significant effort may be required, 

One issue often raised in this regard is. In my judgment, the proverbial "red herring", and that is 
grooming standards. Careful empirics might not confirm the popular Impression that some skill 
communities gravitate toward practices on which the military frowns (e.g., long hair for males). But even 
if there truly are such issues, it's my conviction that if the military opportunity is sufficiently attractive, 
the individuals Involved will rethink their preferences. The military success in recruiting top-fiight talent 
for its musical groups, despite the somewhat different standards in civil life, demonstrates how true that 
is. 


I hope these thoughts are helpful, and would be pleased to discuss them further at your 
convenience. 


Sincerely yours, 

s 


CC: Senator McCain; Senator Reed 


Institute for Defense Analyses 

4850 Mark Center Drive, Alexandria, Virginia 2231 1-1882 • 703.845.2300 ■> dchu@ida.org 


Dr. Chu. Delighted to do so. Thank you, ma’am. 

Senator Gillibrand. Thank you, Mr. Chairman. 

Chairman McCain. Thank you. 

Just briefly, would the witnesses agree that, although it’s a be- 
ginning, this change in the retirement system is the right thing to 
do? 
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Dr. Chu. Yes, sir. 

Dr. Rostker. Yes. 

Dr. Hale. Yes. 

Admiral RouGHEAD. Yes, sir. 

Chairman McCain. Thank you. 

On the issue of tours, very briefly. Dr. Rostker, there’s a — dif- 
ferent kinds of tours, as you know. There’s the overseas tour at a 
base in Germany, where we have the school and the hospital, et 
cetera, and then we have the rotational through our joint base in 
Australia. I mean, there — when we talk about “tours,” it’s — I think 
we ought to define it a little bit. 

And, Admiral Roughead, I’m informed that the carriers are now 
on 10-month deployments. I think that’s too long. And I think it’s 
harmful. Do you agree? 

Admiral Roughead. I agree completely. We’ve been through this 
before, and, when we talk about retention, the longer you stretch 
those deployments out, the — you’ll see the effect in retention. And 
I would submit that the model of getting to 6-month deployments 
worked out very well for us. It seemed to strike the right balance 
between familiarity with the region in which you’re operating and 
retention. 

Chairman McCain. And time in different ports is drastically re- 
duced, as well. It’s too tough on these people and their families, 
this kind of separation. And maybe I have some bias, but clearly 
I’d — I’m even — I understand that our obligations are expanded, but 
to keep people at sea for that long a period of time. I’d be inter- 
ested — maybe we can get a readout from the Navy on what it does 
to retention. 

Chairman McCain. Finally, could I say — I thank the witnesses — 
the complexities of these issues. I’m aware of. And I know that 
Jack and I appreciate it. But, this testimony today, I think, empha- 
sizes to me that we really have scratched the surface, to start with; 
and, second of all, the — none of these issues are simple. None of 
them are — that there’s just a easy solution to them. And I think 
your testimony today, with the benefit of probably a century of ex- 
perience on personnel issues, has highlighted the complexities of 
many of these challenges we face, and the need for us to act. But, 
we want to remember the old adage about “First, do no harm.” 

So, I appreciate the witnesses here today. I appreciate your long, 
many years? service to the Nation. And, unfortunately, we will be 
interrogating you again in the future. 

Thank you. 

[Whereupon, at 11:29 a.m., the hearing was adjourned.] 
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